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DEFENSE PRODUCTION ACT 
Progress Report—No. 19 


MONDAY, MAY 26, 1952 


CONGRESS OF THE UNITED STATES. 
Jornt COMMITTEE ON DEFENSE PRODUCTION, 
Washinaton. dD. G. 


The committee met, pursuant to notice, at 10:50 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) pre- 
siding. 

Present: Senators Maybank, Fulbright, Bricker; and Representa- 
tives Brown (vice chairman), Patman, and Rains. 

Also present: Representatives Spence and Harris. 

The CHarmman. The committee will come to order. 

I might say that the joint committee is indeed pleased to have the 
chairman of the House Banking and Currency Committee, Mr. Spence, 
present, as well as Congressman Harris and if there are any other 
Congressmen present, we should like to have them come up). 

This meeting was called at the request of Senator Fulbright. I am 
not going to be able to stay very long, because we have a meeting of 
the Armed Services Subcommittee on Appropriations. So if I leave 
I will ask you to excuse me. I will certainly read the statements later 
this afternoon. 

Mr. Fleischmann, I think that the committee would, probably, 
prefer to hear from you first, sir. We want to find out about this 
proposed purchase agreement with Canada. 

Am I correct in that? 

Senator Futsrieur. That is right. Inasmuch as I did take the 
responsibility to request this meeting, | might, by way of background, 
put one or two statements in the record. 

The CuHairman. Without objection, they will be placed in the 
record, 

(The prepared statement of Senator Fulbright follows :) 


STATEMENT OF J. W. FULBRIGHT, A UNITED STATES SENATOR FROM THE STATE 
OF ARKANSAS 


This hearing on a proposed long-term contract between the United States and 
the Aluminum Co. of Canada has been requested by me and others because the 
proposal involves many serious questions of Government policy in addition to 
its importance to the entire aluminum industry of the United States. Our past 
experiences with Alcan should make us doubly cautious before any long-term 
commitments are made to it. 

Early in World War II the Aluminum Co. of Canada negotiated long-term 
contracts under which the United States Government advanced $68,500,000, paid 
premium prices and purchased $240,000,000 of Canadian aluminum, three-fourths 
of it reaching us after the shortage was over and consequently forced the shut- 
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down of Government plants here. When the details of this arrangement became 
public, it was roundly condemned by the Truman committee and Alcan was 
forced to pay interest on the advances and revise the escalator clause on prices. 

I am informed that since the war another $175 million of ECA and Mutual 
Security Agency funds have been made availamMe for the purchase of Canadian 
aluminum by European countries and, I understand, the current foreign-aid 
bill provides another $78 million. This would make available to Alcan a total 
of $93 million in United States Government funds. 

Despite all of this financial aid given by the United States, the Aluminum Co. 
of Canada failed us when we needed them most. During 1951—a year when 
our independent fabricators were hard hit by the aluminum shortage—Alcan’s 
shipments to this country were far less than in 1950 even though the Canadian 
company’s 1951 production was much greater than in 1950. Alcan has persistently 
refused to sell more here unless long-term contracts are signed by the Government 
or private industry. 

What Alcan is trying to put over now is a plan whereby the United States Gov- 
ernment would underwrite its sales in the United States civilian market during 
the 1954-58 period, regardless of any possible oversupply at that time. At that 
time the civilian supply, without any further increase of imports or any more 
new expansion, will be 70 percent more than the peak peacetime supply available 
before Korea. In essence, Alcan would commit itself to offer about 175,000 tons 
a year during those years to civilian buyers here. The Government would commit 
itself to buy up to about 400,000 tons during this period, at Alcan’s request, if it 
could not find a civilian market, or if the Government wanted to get out from 
under this commitment, it would have to pay 5 cents per pound or about $40,000,- 
000 in penalty charges for not taking the 400,000 tons. 

The most remarkable feature of this proposal is that the Defense Production 
Administration has been sponsoring it as a “stockpile” measure. Actually it does 
not assure this country a single pound of aluminum for the stockpile at any time. 
It is nothing but a United States Government-financed hedge against a glutted 
alumnium market for the Aluminum Co. of Canada. If the demand is strong, 
whatever Alcan offers here will be taken by civilian industry and none will 
go to the stockpile. If the market is soft, Alcan would offer the metal here any- 
way. Consequently, in either case the proposal does not advance the stockpiling 
of aluminum 

Many features of the Canadian proposal need the light of a public hearing. 
Not the least is its refusal to stay dead no matter how often it is slain. Ever 
since August 1950 Alcan’s proposal has been cropping up. In October 1950 
Stuart Symington, as Chairman of the National Security Resources Board, 
rejected the Alcan proposal and chose instead to rely on new capacity in this 
country. Last winter Defense Mobilization Chief Charles E. Wilson also 
turned the Canadians down. Such persistence after so many rebuffs raises 
questions in my mind about the sponsorship of this contract. 

Two months ago, during a Banking and Currency Committee hearing on DPA 
amendments, I began to ask Mr. Fleischmann some questions about the Canadian 
proposal, but he testified that “we should ask congressional approval” for any 
long-term arrangement to buy aluminum from Canada. Relying on his assur- 
ance that Congress would have an opportunity to review any proposed arrange- 
ment before any action was taken, I refrained from pursuing the subject further 
at that time 

At a meeting arranged by Mr. Fleischmann Tuesday afternoon with a few 
Members of the Senate and the House, it became evident that there was some 
misunderstanding as to the extent to which he had obligated himself to check 
with Congress before taking any action. Consequently, many of us felt that, 
before it is too late, the facts on the Canadian proposal should be thoroughly 
reviewed. 

The Canadian proposal may interfere with the stockpiling of aluminum in- 
stead of accelerating it. A Government contract with Alcan in 1952 would 
unquestionably scare away some new producers and capacity in this country, 
which might otherwise develop between now and 1958. Whatever capacity 
would otherwise be built by United States producers would be a more reliable 
stockpile source than Alcan or any other foreign producer. 

Although DPA urges the Canadian proposal in the name of stockpiling, it puts 
first among its advantages the claim that independent fabricators would prefer 
Canadian metal. Over 80 percent of the metal used by independent fabricators 
comes from United States producers and it is not in their interest and they do 
not want to become dependent on foreign sources as long as aluminum can 
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be produced economically here under contracts with American producers, since 
from 1950 the DPA has required them to make available 25 percent of their 
production to independent fabricators for a period of 20 years. Reliance on 
the Canadian monopoly, a company which has worked hard in the past to 
establish a world cartel, is not a safe alternative for American small business, 
I believe that their principal safeguard must be an abundant domestic supply 
from competing United States producers, 

Unless Mr. Fleischmann and his associates reveal hitherto undisclosed facts 
about the aluminum situation, I cannot see any justification for negotiating 
at this time with Alcan for increased shipments here. It is free to offer all it 
wants to in the United States civilian market—in direct competition with 
United States producers, The tariff has been cut so low that it is no barrier at 
all to Alean. Its cost advantages over United States producers more than 
offset the tariff. According to present Government estimates neither the 
military program nor the civilian market, through 1958, require any additional 
Canadian supplies. As for the stockpile, if the policy is to be to accumulate it 
when markets are soft, the United States Government now has contingent 
commitments to purchase over 3,000,000 tons from United States producers 
and can buy all it wants at such times from Alcan without making any com- 
mitments now to do so, 

I hope these hearings will develop answers to such questions as: 

1. Why make a contract now with Alcan to cover future civilian supplies 
when DPA’s May 16 report shows that the current expansion will result in 
710,000 tons more aluminum between now and the end of 1958 than the 
expected military and civilian demand? 

2. Why should DPA underwrite Alcan’s sales to civilian buyers? Is that 
within the authority of DPA? 

3. Why does DPA assume that United States producers, present and pros- 
pective, will not continue to increase domestic capacity if the civilian demand 
continues to climb sharply? During the past 6 years, since 1946, United States 
production has more than doubled. The present producers and prospective new 
producers have proposals before DPA for further expansion right now if the 
Government decides more is needed. 

4. Why the rush, Mr. Fleischmann, to make a commitment with Alcan now 
when DPA admittedly lacks the basic data on future military need essential 
to a determination of stockpile objectives? 

5. If a large stockpile is important why not deal with the question directly 
instead of letting its accumulation be the haphazard byproduct of an over- 
supplied civilian market? 

Senator Futsrienr. I particularly wish to have appended in the 
record at this time excepts from the hearings on the Defense Produc- 
tion Act Amendments of 1952. These excerpts constitute the testi- 
mony of Mr. Fleischmann on March 21, 1952, and appear on pages 
1481 to 1485 of part 2 of those hearings. 

I should like to read just a few passages from that testimony. There 
are some preliminary statements, but I said on page 1482, and I was 
addressing Mr. Fleischmann: 


Do you consider that under the present Defense Production Act you have 
authority to make a contract controlling the matter up to 1960? 

Mr. FLEISCHMANN. We had not contemplated doing this under the Defense 
Production Act. That was the reason for these extensive negotiations and 
conferences we are having. 

If we decided to do it all, it is our own conclusion we should ask congressional 
approval. 

Senator Fursricut. That is very reassuring. That is your view that you 
will not proceed with the Canadian contract or make a commitment without 
congressional approval? 

Mr. FLEISCHMANN. I would not make this particular commitment, which is 
a very extensive and far-reaching one. My present opinion is that it should 
not be made without congressional approval. 

Senator Fursricnr. I think it would require and ought to have very serious 
consideration because it involves, I think, one of the very important elements 
in the future stability of our domestic aluminum industry, whereas you say 
the Government has already invested a great deal of money. 
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I do not want to interpret it as passing final judgment in my own opinion 
as to this. 

(The excerpts referred to follow :) 

Senator FutsricHt. I am not sure I have discussed this, except in a general 
way. with Mr. Fleischmann. I have discussed it with Mr. Wilson. ; 

The proposal has been made before. If the committee would permit, I have 
several questions that I would like to develop for my own information so that 
we will have a record that is understandable. - 

This relates to the proposal to extend a long-term contract or offer to buy, I 
suppose it is, to the Canadian producers 

You are quite familiar with that, are you not, Mr. Fleigchmann? 

Mr. FLEISCHMANN. I am familiar in a genergl way. I did not prepare 
myself, of course, for this today. 

Senator FuLtsrigHtr. Are you not prepared to discuss it? 

Mr. FLEISCHMANN. Let me say this. I do not know whether you have heard 
this, Senator Fulbright, but we have arranged a complete submission of this 
proposal that is under consideration for the benefit of any of the Members of 
Congress who would like to see it. We have an elaborate presentation planned. 
It will be in Mr. Wilson’s office. 

Any Members of Congress who are interested in the aluminum program, any 
Members of Congress are specifically invited to attend. We invited those 
whom we knew had a particular interest. 

I believe Senator Maybank, Senator Bricker, and I believe you, Senator 
Fulbright, your offices were notified of the meeting. 

I perhaps could answer any questions you have, but I could not give you any 
figures. I was not under the impression that we would take on this matter. 

Senator FutsricutT, You were not expecting to be interrogated about it? 

Mr. FLEISCHMANN. No 

Senator Fursrigutr. Perhaps we could ask a few general questions without 
going into the details of it 

One thing that disturbed me very much is the article in yesterday’s Wall Street 
Journal on this subject by Mr. W. C. Bryans. Generally speaking, that paper 
is very accurate on matters of that kind. I believe you will agree to that. 

Are you familiar with that article? 

Mr. FLEISCHMANN. I cannot remember whether I read it or not. I think I did. 
Was it this morning's paper? 

Senator FuLpricut. No, it was yesterday. 

Mr. FLEISCHMANN. I am not sure, 

Senator Futrrient. On this expansion of aluminum production, it said there 
was being considered some time ago, the additional increase of 140,000 tons of 
domestic capacity and/or imports of 500,000 tons a year from Canada. 

This article has two paragraphs: 

“In adverse key, DPA officials now hint that they may drop one part of the plan, 
the 140,000-ton domestic increase. That would leave just the Canadian part of 
the deal.’ 

Then, referring to the 140,000 tons domestic expansion : 

“This feature seems likely to be ditched, but Mr. Anderson would not need the 
joard’s help or funds. The DPA could underwrite the new expansion with money 
provided under the Defense Production Act.” 

In other words, the conclusion to be drawn is that it is likely that the domestic 


lean Co, will be given 


; 


production would not be increased but that Canadian 
the contract 

Have you formed an opinion of your own as to the advisability of that? 

Mr. FLeEIscCHMANN. No. The reason for the meetings we have been having is 
because this is a vast, difficult, very important problem. We have asked leaders 
who participated in these meetings and the Members of Congress who come 
next time to give us their view on two subjects 

Should there be an additional expansion of aluminum—and by expansion I 
mean an insurance of additional supplies of aluminum rather than our own 
planned expansion, and, point 2, if there should be, how should that be attained— 
through additional domestic expansion or through making some such deal as the 
Canadian proposal? 

Let me say publicly on the record, and without reservations, that we have no 
commitments of any kind with Canada. 

Senator Futericnut. What disturbs me first, is what happened in the last war, 
which I think was always the improvident thing to do because we virtually gave 
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the Canadian company the Shipshaw project by a contract and allocation of 
generators and so forth, without retaining any right whatever to their output 
and now we find, having built that plant, in effect, they are quite free to bargain 
as they please. 

That is one aspect of it 

Now, in this case it was my understanding from your former testimony, in 
answer to some questions by Senator Bricker, that by 1954 we could expect the 
easy situation in aluminum, so I was not anticipating any undertaking of this 
kind which could amount to an investment of $325 million by the American 
Government in Canadian aluminum if they took full advantage of their rights 
under the proposal 

Is that not correct? 

Mr. FLeiscnMANN. The figures indicate that our present expansion will take 
care of mobilization requirements, to begin with The problem that will be fully 
explained at this meeting stems from two problems. 

First, in view of the sensational increase in the uses of aluminum during 
the past two decades, what is likely to be the requirement of the economy 
includes the practice to have military requirements, and does the expanston 
indicated now cover that’ 

AS a second proposition, if t does not. does the Federal Government owe any 


obligation, or does it have any responsibility to do anything about that? 

We have had very varying views on it, and neither Mr. Wilson nor T have 
reached a conclusion 

Senator FuLsricn Do you consider that under the present Defense Produ 
tion Act you have authority to make a contract controlling the matter up to 19607 

Mr. FLEISCHMANN. We had not contemplated doing this under the Defense 
Production Act Chat as the reason for these extensive negotiations and 


conferences we are having 

If we decided to do it all, it is our own conclusion we should usk congressional 
approval 

Senator Futsrieant. That is very reassuring That is your view, that vou 
will not proceed with the Canadian contract or make a commitment without 
congressional approval 

Mr. FLerscuMANN. T would not make this particular commitment, which is 
very extensive and far-reaching one My present opinion is that it should not 
be made without congressional approval 

Senator Furrria! I think it would require and ought to have very serious 


consideration because it involves, T think, one of the very important elements 


in the future stability of our domestic aluminum industry, whereas you say the 
Government has already invested a great deal of money 

I do not want te nterpret it as passing final judgment in my own opinion as 
to this 

Mr. FLeIscnH Ma It is not an easy subject 

Senator FuLBRE r. I know that, but if the Defense Production Administra 
tion would make a commitinent permitting us for the next S years withont it 


having been properly 
Mr. FLerscuMANN. You know we are always accused of going too slow or 


several things 


Senator Futeriut. You have not been criticized before this committee l do 
not agree with the criticism made in other subcommittees that you have just 
referred to. [think the chairman stated he did not, and your previous statement 


with regard to lack of shortages as far as the military is concerned—I would 


accept it at its face value 
I have never crit ed you for that at all I wanted to get this in the recore 
Senator Bricker asked you this on March 4 
“What is the future in aluminum and copper? What about the source of 


supply ‘is it improving’ 
You answered: 
“In the aluminum situation, prospects are very good indeed We are getting 


more aluminum every month in every quarter, and by sometime in 1954 we 
should have a comp tivel easy situation in aluminum, and we get more 
aluminum in 

“Senator Bricker. There in expanded production‘ 

“AIr. FLEISCHMAN Yes H eve our expanding production in 1954, whether 
or not we increase the plans for aluminum expansion again, we may be abl 
to resume stockpiling which we have not done in many months . 


and so on, which led me to believe that I need not worry about this orig hy 
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Senator Bricker. A short time ago this matter came up and was discussed 
with Mr. Wilson, and he said “No.” I thought he said “finally disposed of,” but 
everyone knows that the Aluminum Co. of Canada is very aggressive. It knows 
what it did to the War Production Board in the last war. 

I am very suspicious of their ability to do something again. However, you have 
given me the greatest assurance, if we can be assured, that this cannot be done 
without the approval of Congress. 

Mr. FLEISCHMANN. There is no such thing as final in this world, Senator. I 
would not be here very long. 

Senator Bricker. What do you mean, you would not be here Very long? 

Mr. FLEISCHMANN. I will make my own position very clear on this. I think 
we should have bought aluminum from Canada a year and a half ago when we 
did not. I think we would now be in better shape, but that is quite a different 
thing from having gotten this tremendous domestic expansion which we have 
gotten, and the two things have nothing in common to me. 

I think there is a very serious, difficult question, which deserves, therefore, a 
very careful review. 

We have been caught in two wars without enough aluminum, and we have a 
Very large program now. I think it is very likely that it is large enough, Senator. 

Senator Futermut. That is what I am thinking. I am agreeing with what you 
say; yes; but I do not understand this contract which seems to me to have 
very grave possibilities because it leads us to accept this aluminum if it cannot 
be sold in private channels, and if that happens the domestic production could 
not be sold. 

Although we have invested amounts of money in the domestic industry, if we 
guarantee the Canadian industry, what happens to the domestic industry? It 
may have to take the brunt of that and fold up. 

Now, that is an extremely involved question, and all I want to say now is, 
if you are going into it and permit the examination by the Congress, that is the 
main thing I wanted to have assurance about. 

The CHAIRMAN. Might I only add this. I firmly agree that in any long-term 
contract like this Congress should be consulted. 

Mr. FLEISCHMANN. That is why we are conducting this preliminary exami- 
nation. 

Senator Futsrient. I am willing to rest on the consideration that lies in the 
Congress, and I do not want to disturb you or place the point at this time. 

Senator Benton. Mr. Wilson has urged upon me to do what I can to stimulate 
aluminum production in New England. Our businessmen have told me that we 
have missed an opportunity and have been negligent in our failure to develop 
aluminum production. 

Senator Futsricht. Do you mean fabricating? 

Senator Benton. That is right. This person made the comment that he thought 
it was perfectly possible in the foreseeable future that bridges ought to be built 
out of aluminum rather than out of steel. 

Now, I do not know the difference in the weight involved and the amount of 
metal involved in contrast to the price involved. 

The computations would have to be made to contrast aluminum with steel 
in building a bridge, but Mr. Wilson, with his great industrial experience, has 
such possibilities of prediction in mind on the future production of aluminum. 

I think it is possible that the shortages may continue for a long time to come. 
I thought I would interject that because it shows a vast potential for aluminum 
wholly apart from war-production needs. 

Senator Dirksen. Are you finished? 

Senator Futsricnt. I might reply to that that the domestic companies are not 
planning upon the production of such aluminum. 

jut, in this proposal of the Aluminum Co. of Canada, it is far different from 
that, under the terms by which, if you cannot dispose of it in this country, the 
Government will take it, which creates a situation—supposing the war does not 
develop as some people seem to think it will; I do not think it will—then you 
might have a situation which would cause the closing down of these other 
plants which we have just established. 

As you know, after the last war we built the plants; and because many of 
them were uneconomical we closed them down. But the one which we built for 
Canada did not close down, and today it has the lowest-cost production in the 
world, although that does not benefit us any because they do not sell at a low 
price here. 
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It may be of great benefit to Canada. I have no objection to Canada’s bene- 
fiting, but I do object to the Federal Government’s putting this floor under the 
Canadian expenditure during the critical period ‘about which everybody is a 
little bit nervous. Nobody says they should decrease consumption, but there may 
be a period of readjustment, and that is the period the Canadians want the 
guaranty as to the disposal of their aluminum which it seems to me would be 
very improvident, and I cannot see from what I have read about this that it is 
even necessary. 

I think the Canadians are extremely shrewd traders. 

Senator Moopy. May I raise the point that nobody has or would suggest the 
guaranty to take all the production of our own producers. 

Senator FuLsricnur. You are not taking all of it. 

I think there is 180,000 tons guaranteed over the period of a year. 


Senator Futerient. With that assurance, of course, I did not follow 
the matter up, and the committee did not develop it until more recently 
I had an exchange of letters with Mr. Fleischmann following an 
article that appeared, I think, in the Wall Street Journal. So, I also 
ask that these letters at this — be incorporated in the record, the 
copies of the correspondence between myself and Mr. Fleischmann. 

The Cuairman. Without objection, the letters will be printed in the 
record. 

(The letters referred to are as follows:) 

APRIL 24, 1952. 
Hon. MANLY FLEISCHMANN, 
tdministrator, National Production Authority, 
Washington, D. C 

Dear Mr. FLEISCHMANN: You will recall that you made a statement before the 
ganking and Currency Committee a short time ago relative to the proposal 
of the Aluminum Co, of Canada. I enclose an article which disturbs me, since 
it was written subsequent to that statement by you to the committee. 

It is my understanding that you will not make atiy agreement with the 
Aluminum Co. of Canada without the prior approval of the Congress. In order 
that there may be no misunderstanding between us, I will appreciate a state- 
ment from you on the matter. 

I dislike having to raise the matter again, but this article from a reputable 
paper, I believe, should be clariied. 

With kindest regards, I am 


Sincerely yours, 


J. W. FULBRIGHT. 


DEFENSE PropucTION ADMINISTRATION, 
Washington, May 9, 1952 
Hon. J. W. FULBRIGHT, 
Committee on Banking and Currency, 
United States Senate, Washington, D. C. 
Deak SENATOR FULBRIGHT: I have your letter of April 24 enclosing an item 
from the American Metal Market concerning the renewal of ALCAN’s offer to 


supply aluminum for the United States market. As the report states, the 
Canadian company has renewed, with some modifications, an offer which was 
about to expire. There has been no change in the situation so far as any 


commitment on the part of our Government is concerned. 

I must comment, however, on the statement in your letter that it is your 
understanding that I “will not make any agreement with the Aluminum Co. of 
Canada without the prior approval of the Congress.” I did not intend to give 
you that impression at the time of my appearance before the Banking and Cur- 
recency Committee. 

At the hearing, questioning occurred as to a proposal for a very substantial 
increase in aluminum-producing capacity over and above currently planned 
capacity, involving new plants in this country and in Canada and looking to a 
very large stockpile of the metal against the eventuality of war. The proposal, 
as I pointed out, had been discussed extensively but only as a suggestion upon 
which we were seeking the best available opinions. The following exchange 
occurred between us: 
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“Mr. FLEISCHMANN. We had not contemplated doing thus under the Defense 
Production Act. That was the reason for these extensive negotiations and con 
ferences we are having. 

“If we decided to do it all, it is our own conclusion we should ask con- 
gressional approval. 

“Senator Futsrmnt. That is very reassuring. That is your view: that you 
will not proceed with the Canadian contract or make a commitment without 
congressional approval? 

“Mr. FLeriscHMANN. I would not make this particular commitment, which is 
a very extensive and far-reaching one. My present opinion is that it should not 
be made without congressional approval.” 

I assure you that I am still of the opinion that any such program as was under 
the Congress before it is undertaken As a 


discussion should be submitted to 
available 


matter of fact, it would require funds in excess of those remaining 
to us under the act 

In general, the need for expansion of productive capacity und supply and the 
ire matters as to which responsibility 
has already been assigned by the Congress to the President and by the President 
to me. Within the limits of that responsibility and authority, it is possible that 
some additional commitments will be made concerning the purchase of aluminum 
or the further expansion of aluminum-producing capacity on a modest scale 
Even such a lesser program, within available funds, would not be undertaken 
Without a full and frank public statement 

I hope that this clarifies the matter and that you agree with my position 


ehoice of methods in its accomplishment 


Sincerely yours, 
MANLY FLEISCHMANN, 


1dministrator. 


MAY 14, 1952 


Hon, MANLY FLEISCHMANN, 
tdministrator, Defense Production Administration, Washington, D.C 

Dear Mr. FLEISCHMANN: In reply to your letter of May 9, is it correct to in 
terpret your letter to mean that the Defense Production Administration will not 
mike a large contract, similar to the one proposed by the aluminum company 
and referred to in our discussion before the committee. witholit prior congres 
sional approval, but that a smaller or more modest contract may be made with- 
out such approval? 

It seems to me that if a smaller commitment 
you do not feel prior formal approval of the Congress is warranted, nevertheless, 
to your intentions before the commitment is 


is being considered that, although 


you will advise the committee as 
vy entered into Personaliy, it seems to me that before a commitment is 


actual 
entered into the committee is entitled to be advised of the terms of the agreement 
far enough in advance to give it time to consider the matter before the Govern 


ment is committed It is not clear to me from your last paragraph whether or 


net a frank public statement is to be made after the agreement is entered into 


or before 


As vou of course know, there is great concern in my State about this matter in 
view of the substantial interest we have in the aluminum business I would 
ike ver much to have the assurance that our committee will be consulted 


before even a modest commitment is made with the.Aluminum Co. of Canada 
With kindest regards, I am 
Sincerely vours, 


J. W. Furerienn 


DerENSE PRopUCTION ADMINISTRATION 
Washington, May 17, 1952 


Washington, D. C. 


DrAk S \ror Futsricur: [T acknowledge your letter of May 14. You are 
correct that the larger contract with the Canadian producer which I discussed 
Lefore minittee could only be made with congressional approval, because 
of the financial commitments. However, a smaller contract could be made with 


out congressional approval, as funds are available specifically provided by Con- 
purpose under the Defense Production Act and the Stockpile Act. 


gress for this p 
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The making of such contracts is a responsibility which has been delegated to 
me, and which I am obligated to execute in the interest of the mobilization 
effort. We have authorized many such contracts covering materials of many 
kinds. We will have to authorize many more. 

While I cannot undertake to submit such contracts in advance to congressional 
committees, | intend to continue our policy of giving the widest possibly publicity 
to all such proposals, unless security considerations prevent. In line with this 
policy, as you know, we have asked you and other interested Members of Con 
gress to meet with us on “i‘uesday, May 20, at 4 p. m., to discuss the particular 
aluminum proposals in which you are interested 

With kind personal regards, I remain 

Sincerely yours 
MANLY FLEISCHMANN 
tdinistrato 

Senator Futsricur. Lt was as a result of that correspondence that 
I discovered that Mr. Fleischmann did not interpret that passage in 
the hearings bofero this committee to which I have just referred or 
read it the same as I did. He now takes the position, as I understand 
it. that this present proposal, varyihg In some details from the forme 
proposal, is such a contract that he can approve without congressional 
approval. In fact, he seems to feel that it is his duty to do so. That 
is the controversy between Mr. Fleischmann and mivself, 

I still think that this matter 1s of a much more serious nature, and 
that it should receive very serious study and investigation by this 
committee, because it contains a very long term commitment running 
into L9Ds. 

I wanted to make that explanation asto w hv I asked for this hearing, 
and why I feel that it is of such importance that it requires the atten 
tion of this committee. And, I may say, the Banking and Currency 
Committee of the Senate. also. 

If I mav make one more suggestion. 

The Cuatrman. Go ahead, sir. 

Senator Fursricur. I have a background statement which I have 
already incoi porated n the record (see p. 950). Mr. Fleischmann has 
a statement (see p. 965), and Mr. Anderson has one (see p. 975). ] 
think you are thoroughly familiar with the general memorandum, and 
if it is in order | would like to suggest that it be inserted in the record 
at this point. 

The CHairnMAN. Without object lon, th it may he clone. 

(The memorandum referred to is as follows:) 

DEFENSE PRODUCTION ADMINISTRATION, 
Washington, D C.. WWaw 16. 79 
Memorandum for Mr. Manly Fleischmann, Administrator 

rhe question of the adequacy of our aluminum metal supply has been under 
examination since February I suggested, in a memorandum dated February 26, 
the possibility of a further expansion in our supplies of aluminum hy un com 
bination of expansion n the United States and increased imports from Canada 





This spec ific suggestion was designed « hiefly to stimulate nu debate ral te provide 
is with informative reactions on the following basix questions 

l Is our present prospective aluminum supply ndequate to covet the require 
ments of the present defense program plus the needs of the incrensing iviliar 
demand, as well as the amounts of metal which should be added to our nation: 
stockpile or other reserves 

2. Is our present prospective supply adequate to cover p obable demands 

mobilization and the undeniable portion of nonmilitary requirements 

3. What should be o objective for an aluminum stockpile not only om the 

<tundpoint of the present technical detinition of stockpile objectives. but SO 


i 
fron Hronader protect e point of view? 








944 DEFENSE PRODUCTION ACT 


4. In examining the above questions, what is the fairest way to estimate the 
probable future requirements for nonmilitary uses of aluminum? 

5. What are the relative advantages and disadvantages of the various possible 
sources of additional supplies, if they be needed? 

Since February 26, consultations have been held with a variety of interested 
groups, consisting of the primary producers of aluminum, a representative cross 
section of the fabricators of aluminum, Members of Congress, business execu- 
tives not in the aluminum business, and a selected group of high-level officials 
in the executive branch of the Government. In addition, we have solicited con- 
versations with business people who profess interest in entering the aluminum 
field. A number of these individuals have given us the benefit of their views in 
writing. 

| propose in this memorandum to set out within the general framework of the 
five questions enumerated above, the facts as I have been able to develop them 
and to express my own conclusions arrived at after having the benefit of the 
discussions described above. 


rHE PRESENT DEFENSE PROGRAM AND CIVILIAN NEEDS 


The available facts with respect to the requirements for aluminum for the 
present defense program, as now planned on the stretched-out basis, suggests 
that defense requirements, including the necessary precentage to cover so-called 
military B products, will remain relatively stable at about their present level of 
about 150,000 per quarter through 1953, but will decline somewhat in 1954. I 
have estimated the requirements for the military B products at 20 percent of the 
direct military requirements. At these levels, the allotments for the defense 
program would be a little over 40 percent of our third quarter metal supply, and 
about 25 percent of the estimated metal supply at a peak quarter in 1954, after 
the completion of the existing expansion program. It is assumed that these 
requirements will decline during 1955 to less than half to cover the maintenance 
of the then Military Establishment. Our existing and prospective metal supply 
will very easily cover the needs of the present defense program. 

During the next few years of the military build-up it is the established policy 
of the Government to attempt to supply to the civilian economy sufficient mate- 
rials so that an active and healthy civilian business can be carried on. Dis- 
regarding for the moment the current decline in business activity generally, I 
believe that the hardship on the civilian users of aluminum on a more normal 
basis will largely be alleviated when the supplies of metal available to the 
civilian economy, after fulfilling military requirements, shall have reached a 
figure equal to or perhaps somewhat above the pre-Korean level. Including 
secondary metal, the pre-Korean annual consumption on a normal basis was 
slightly over a million tons. Assuming a defense consumption on the basis of 
the present program of about 600,000 tons per year, we should, therefore, be able 
to supply metal at the pre-Korean rate when our metal supply has reached an 
annual rate of about 1,600,000 to 1,700,000 tons. This will occur in the second 
quarter of 1953 and should be progressively bettered to the estimated peak pro- 
duction of about 2,000,000 tons in 1954 (including about 100,000 tons of subsidized 
production). Again disregarding the current recession in consumer demand, 
about a year from now, therefore, we will be entering a period of ease and rela- 
tively free supplies of aluminum, with still further prospects of larger amounts 
to satisfy the natural growth in the demand. This should provide a good deal of 
leeway to the civilian economy in increasing its consumption and will also pre- 
sent opportunities, in all probability, to begin the long upward climb to a respect- 
able stockpile. Apart from the question of the amounts of metal which can and 
should be made available for stockpiling without handicapping civilian produc- 
tion, there does not seem to be in the picture, as I see it, any justification for the 
Government taking further initiative and sponsoring with financial or other 
incentives further expansion in supplies at this time for the sole objective of 
insuring metal for the present defense program or for arranging for further 
supplies for the civilian economy. I shall return to this question later in dis- 
cussing stockpiling 

ALL-OUT MOBILIZATION 
I need hardly say that the discussion which follows does not reflect a convic- 


tion on my part that war will come, but we would be foolhardy not to examine 
our position as well as we can against that unfortunate contingency. 
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In considering the situation in which the United States would find itself 
with respect of aluminum if war should come, we can approach the problem in 
several ways. It seems to me fruitful to deal with these at some length. 

In the first place, it should be frankly stated that we do not presently know 
with any degree of accuracy what the requirements for aluminum would be 
likely to be in case of war. Several studies of the question are now in process. 
Some general observations, however, are worth stating. 

The maximum consumption of aluminum during World War II was 1,245,000 
tons in 1944. During that war, approximately 80 percent of aluminum allotted 
for military uses went into the production of aircraft and all nonessential uses 
of aluminum in the civilian economy were eliminated. Nevertheless, civilian 
needs had to be covered to the extent of about 156,000 tons in the peak year. 
Experience so far in the present military build-up indicates that the military 
uses of aluminum has broadened out greatly since World War II. Present de- 
fense allocations, for example, assign to aircraft approximately 55 percent of 
the total military allotments, the balance going for such equally vital programs 
as vehicles, ammunition, guided missiles, and a host of other equipment prev- 
jiously not made from the metal. This is explained in part by the fact that the 
equipment of our military forces of all categories is becoming increasingly air- 
borne or potentially airborne and, accordingly, there is increasing emphasis on 
lightness in weight. I find no dissent from the view that in a future war, 
especially one which may not come for a number of year, this trend tuward 
lightness and toward ability to be airborne will strongly continue. It is thus 
possible that the weapons and impedimenta of our forces 10 or 15 years from now 
may contain relatively far larger quantities of aluminum than in the case even 
now. If the logistics of a future war increasingly take to the air, this could have 
a very profound effect on the military needs for aluminum. 

When one considers the question of timing of aluminum requirements in the 
event of war, again the experience of World War II is of some value but is not 
necessarily controlling. With the rapid build-up in production of military items 
which inevitably comes only after a war starts, the two most important factors 
influencing the timing of the peak consist of (1) the filling of the pipeline of 
materials leading to the “chew-up” point and, (2) the build-up to a peak of pro- 
duction of finished products, such as aircraft. This process of build-up will 
probably cause the peak of demand on the aluminum system to occur in the third 
vear after M-day, after which, with full pipelines, demand should at worst remain 
about stable or perhaps be somewhat lower. The timing can further be influenced, 
however, by the condition of our productive facilities on M-day. If the present 
plan of bringing into being the long lead time facilities capable of producing two 
or three times the presently planned rates of production is carried out success- 
fully, it seems obvious that the build-up in the demand for metal and other ma- 
terials going into expanding production could be more rapid than I have sug- 
gested. It seems unlikely, however, that this would advance the peak of con- 
sumption by as much as a year, but it is at least conceivable. These conclusions 
seem consistent with experience in World War ITI. 

On top of the full mobilization military requirements for aluminum will have 
to be imposed those irreducible minimum needs for nonmilitary purposes which 
cannot be denied even in wartime. I have had a careful code-by-code examina- 
tion made in the light of World War II experiences and have come to the con- 
clusion that even in the severest variety of war, it would be necessary to provide 
about 250,000 tons a year as a barest minimum for uses which could not be cut 
off without seriously damaging our ability to carry on the war. To these needs 
there might be added a further amount, difficult to estimate, which could very 
profitably be used in substitution for other materials in more critical supply than 
aluminum. It is possible, for example, that in the event of war, it would be so 
essential to conserve copper supplies, of which a considerable part is drawn from 
overseas, that an intensive drive to substitute aluminum would be sound policy. 
Thus, perhaps 100,000 to 200 000 tons per year might easily be considered as of 
the greatest possible importance. 

Emphasizing once more the fact that we do not yet have and will not have 
for a number of months a reliable forecast of the requirements of all-out war, I 
will, nevertheless, hazard a guess that including the minimum nonmilitary re- 
quirements and the amounts which might prove of great value in substitution for 
copper, the undeniable requirements for an all-out war during the third or per- 
haps second year would be unlikely to fall below 2,250,000 to 2,500,000 tons. 
There is some indication available at present that it might be considerably more, 
This matter should be carefully reexamined 6 months from now. 
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It is appropriate at this point to recall our experiences during World War II 
with respect to forward estimating. Even conceding that our degree of sophisti 
cation in that period was less than it should be today, I think it is conservative 
to point out that requirements estimated ahead of the actual experiences of 
executing a war are likely to be unrealistic. This seems particularly true toda) 
with a rapidly developing technology and in the presence of such a wide degree 
of uncertainty as to the theaters where action is likely. Too much faith should, 
therefore, not be put even in the most skillfully executed studies of war require 


ments which, at the very best, must contain wide areas of personal judgment, 


often quite fallible 
SUPPLIES AVAILABLE IN A WAR 


As pointed out heretofore, our present prospective supplies, including estimated 
from Canada, and about 100,000 tons 
can be turned on and off) will 
In case of war, however, the 


secondary metal, normal imports mostly 
per year of subsidized high-cost metal (which 
not exceed about 2,000,000 tons at peak in 14 
distribution of Canadian production might be rearranged depending upon the 
In such circumstances, it is assumed that the United States and 


then situation 
together in defense Whethe 


Canadian economies would be carefully geared 
the 275,000 short tons of aluminum per year presently scheduled under contract 
for the United Kingdom would continue to flow to the United Kingdom would, 
altogether depend upon the latter’s situation and whether war pro 
The supplies 


of course, 
duction there and transport of materials for it could be maintained 
of Canadian aluminum now moving to other world markets outside of the United 
Kingdom, estimated at about 54,000 short tons, would presumably also be subject 
to the sume treatment. It is, therefore, possible, but not certain, that under war 
condiions an appreciable quantity of aluminum not needed for war production in 
Canada might be added to the American system. Any further augmentation of 
our supplies in the event of war would necessarily have to come from new pro 
duction on the North American Continent and/or from any supplies then available 
in the stockpile 

If. as I think might easily prove to be the case, the 
should exceed the supplies we would then have in hand (at present 
by the capacity of about 2,000,000 tons, plus some extra from Canada possibly), 
we would then have to proceed once again, as we have twice in the past, to build 
rapidly considerable additional capacity to produce metal unless we had at that 
time a large stockpile It we had been successfuld in accumulating a large stock 
before M-day, the question of whether or not we would have to build ad 
speed, could certainly be 


requirements in a war 
ineasured 


pile 
ditional capacity after war came and, if so, at what 
considered in a far more orderly manner than would be the case in the absence 
of a substantial stockpile 

n my opinion, this is the heart of the question which faces us now Should 
we, how or sometime soon, so plan our aluminum capacity as to improve our 
f accumulating at a reasonably rapid rate a stockpile of sufficient mag 
nitude so that we can be relieved of the necessity of starting to build precipi 
tously, for a third time, an expanded aluminum system and be able to await the 
development of relatively firm requirements under actual war conditions without 


fear of a disastrous bottleneck in the production of the metal’? 


chances « 


THE STOCKPILE QUESTION 
In order to judge fully the value of a stockpile, it is apporpriate to try to vis 
ualize what conditions may be like in case of war and to assess the impast 
of these conditions on the production of aluminum. 

The most outstanding fact about aluminum is that it consumes very large 
amounts of power The production of 1,500,000 tons of virgin metal per veur 
(our present prospective supply) will consume 30 billion kilowatt-hours per 
ear, or about 6 percent of the exper ted generation in the vear 1954 This is 
an amount in excess of the expected margin of capacity as presently planned 
over peak loud in that year and certainly represents one of the largest single 
loads in the country, if not the largest 

Experience in the last war suggests that one of the most effective methods 
the industrial potential of any nation is to knock out its power 


or damaging 

cenerating facilities. The generators and switch gear are delicate mechanism 
ind, once seriously damaged, take a long time to repair. The all-pervasive 
character of power in the United States is too well-known to need emphasis here 
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The appetite of the United States for power is well illustrated by the fact 
that between the vears 1948 and 1954 we will have built power-generating facili 
ties of a greater capacity than all those built in the history of the country up 
to 1948. Even at this rate, however, our power system will not succeed in 
building a reserve capacity up to the recommended safety margin of 15 per- 


cent In these circumstances, it seems to me foolhardy to assume that if the 
potential enemy can damage our country physically, we will be unlikely to suffer 
power losses and experience a severe power shortage rhe shortage may not 


happen at once, but because of the long lead time in the production of power 
equipment and the severe strain which its manufacture places upon the industrial 
resources of the country, it may easily prove to be a very difficult bottleneck to 


keep under control. If this is a correct assessment in general terms, any feas 
ible way to stockpile power in advance of a conflict should be utilized within the 
limits of practical accomplishment \ stockpile of aluminum, representing as 


it does a stockpile of about 10 kilowatt-hours for every pound (a million tons 
represents a stockpile of 20 billion killowatt-hours) could be one of the most 
valuable assets possessed by the country in the event of war. It could even mean 
that the aluminum load on the power system of the country could be placed in 

relatively secondary category of urgency in comparison with other more urgent 
war demands for which no stockpile is feasible, 

In addition to being a stockpile of power, of course, a stockpile of virgin 
aluminum also represents a stockpile of ocean and inland transportation and 
labor In another ar we have certainly no assurance that ocean shipping 
of bauxite may not become a severe drain upon shipping resources, if not im- 
possible to carry out the necessary quantities To be sure, our stockpile of 
bauxite is an additional insulation against this contingency but not against 
power, labor, and domestic transportation bottlenecks. 

Aluminum pig does not appreciably deteriorate in open storage, consists of 
990 to DOD percent aluminum, and is in the most flexible form of metal before 
fabrication 

The point is frequently made that a stockpile of aluminum is an alternative 
to the building of reserve facilities and vice versa It is certainly much cheaper 





and more efficient to accumulate a large stockpile of aluminum if we have the 


opportunity of doing so rather than to build stand-by or surplus facilities which 


must remain idle until needed for an emergency To illustrate with a few 
figures, a stockpile of 2'4 million tons of aluminum which, for the sake of this 


discussion it is assumed would be used up in 2 years in an emergency, would 
cost at current prices about S900 million and would represent, in effect, an 
advance payment on military contracts by the Government To build plants 
capable of producing at the annual rate of 1.250.000 tons, together with the 
necessary alumina and bauxite facilities, would probably cost at today’s prices 
in the neighborhood of $1.6 billion 

The building of stand-by plants as an alternative to a stockpile also pre- 
supposes that stand-by power facilities can be built. Experience so far in the 
United States suggests that it is unlikely that any power facilities capable of 


servicing the growing loads which are found everywhere in the country would 
be kept in a stand-by position waiting use in aluminum production, It is also 
worth noting that the shedding of power loads from nonessential uses in a 
country like the United States is difficult and relatively unproductive. The 
vields of the brown-outs during the last war made a relatively insignificant 
contribution in relation to the growing power needs generated by the war. 

We all remember the dilemma in the middle of World War Il, which, indeed, 
has been in some measure repeated this time, of choosing between devoting re 
sources to the building of new facilities and the production of weapons for 
prompt use. Any nation fighting a war has a definite limit of resources which 
can be devoted to its war effort over and above the minimum required to sus- 
tain the population. This limit as we have learned in the past, is not indefi- 
nitely expandable and choices must be made—sometimes bitter choices—be- 
tween building for future production of weapons and producing them now, 
\ large stockpile of aluminum would remove this metal, in large measure, 
from the inevitable early contest for resourees that will certainly occur in an- 
other war. The exception to this is the problem of fabricating facilities to the 
extent that they need expansion. 

There are, of course, certain serious objections to the accumulation of a 
large stockpile of aluminum or any other metal. If it is considered now to be 
good national policy for the defense of the Nation to embark on the accumu- 
lation of a large stockpile, it may be regarded in calmer times some years hence 
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as an unnecessary extravagance. There may be political pressures to utilize 
the stockpile as a source of cash, if it be sold, or even as an instrument in the 
hands of some future government to bear down upon the private industry 
engaged in the production of the metal for peaceful uses. While this argument 
appears forceful within the context of a certain conception of irresponsibility 
of government, one is tempted to ask at what point can we assume the develop- 
ment of a mature responsibility for our country’s long-term safety? 

Under the present stockpile policy of the United States applying to all of the 
materials subject to stockpiling activities under the law, stockpile goals are 
established according to a rather specific formula. Shorn of its technicalities, 
the goal in each case is that amount by which the expected 5 years’ domestic 
production and imports will fall short of the undeniable requirements for a 5 
years’ war. Various technical factors are used to measure the supply side of 
this equation. It is obvious from this statement that the setting of such goals 
presupposes a fairly accurate determination of several factors. The most dif- 
ficult of these is probably the estimation of the requirements under war condi- 
tions, as I have previously pointed out. In operating the formula, furthermore, 
no consideration is being presently given to the possibilities of the loss of pro- 
duction through enemy action, nor to the relative degrees of priority claims 
on such fundamental resources as power. As I have attempted to establish in 
the foregoing discussion, I believe that this type of calculation of the amount 
of aluminum which it would be wise for us to attempt to accumulate does not 
adequately measure the realistic value to the Nation of a stockpile of aluminum. 
Since the presently established goal for the aluminum stockpile is known to you 
and is a classified figure, I am omitting it here. My own judgment is, however, 
that if it were possible for us to accumulate and to hold as a national protective 
reserve under conditions which would minimize the possibility of its being 
misused, about 2,500,000 tons of aluminum, it would be an exceedingly valuable 
asset in event of war out of all proportion to the cost of accumulating it. 


HOW CAN A LARGE STOCKPILE BE ACCUMULATED? 


I find general acceptance of the view that the accumulation of considerable 
stockpiles of materials can really only effectively be accomplished when the 
demand for the materials is less than the available supply. All of our experi- 
ence to date, I think, proves that attempts to accumulate stockpiles in tight 
markets when the economy of the country actively competes for the material 
in question, are generally failures or near failures. The time to accumulate 
a stockpile without major disturbances in the civilian economy is when markets 
are soft and supplies are readily available. It has been true, of course, that 
during such times congressional appropriations for stockpiling have been either 
meager or nonexistent because of the desire of the Congress to minimize appro- 
priations of all kinds. Experience is so clear on this matter, however, that I 
think that the only real chance of success if we are serious about accumulating 
a large stockpile is to plan a system which will permit it to be accumulated with- 
out major disturbances to the civilian economy. 


THE FUTURE CIVILIAN DEMAND 


This brings me to the fourth point proposed at the beginning of this memw- 
randum; namely, what is the fairest way to judge the probable future require- 
ments for aluminum for the civilian economy? 

I am attaching a series of charts to this memorandum with which you are 
already familiar. These charts attempt graphically to set forth several as- 
sumptions with respect to the probable future demand for aluminum for civilian 
purposes. They also take into account the present military program as described 
heretofore. Attempting to project future civilian consumption of any material 
is a very hazardous business. I have elected to do so by utilizing per capita 
consumption figures. The chart shows what the civilian demand would be 
(superimposed upon the forecast military demand) if per capita consumption of 
aluminum rose at an average uniform rate of 10 percent per year, 5 percent per 
year, and 3% percent per year. Numerous critics of this method have sug- 
gested that to assume a steady average rate of increase of any percentage 
is unrealistic, both because of the certainty of ups and downs in the business 
cycle and the equal certainty that as the use of the metal expands in the 
economy, the rate of increase percentagewise will progressively decline. This 
has been the history of other older materials. I recognize the force of these 
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arguments. I am attaching several charts showing the past history of per 
capita consumption of some other materials. Nevertheless, an attempt to give 
effect to the unpredictable variations in business activity as well as ta the fore- 
cast over a 10-year period, the declining rate of increase would be, if anything, 
more hazardous than using an average figure. These observations are not in- 
tended to suggest that the method I have used is the most accurate, but it is 
the one which seems to me to lend itself to relatively simple and reasonably 
good average judgment. 

Although some of those with whom I have discussed it would disagree, 
I believe that an average rate of increase in the per capita consumption of as 
high as 10 percent per annum is overly optimistic. This would mean the 
doubling in the per capita consumption of about 1314 pounds per capita in 
1950 (discounted downward from the actual fact of about 16 pounds because 
of Korea) in about 7 years. This seems to me unlikely unless some exceed- 
ingly large new uses develop very rapidly indeed after aluminum becomes rela- 
tively free. This could happen in the construction field, in the containers field, 
in the automotive field, in the irrigation-pipe field, but it would certainy be more 
conservative to discount this possibility. Similarly, a figure of 314 percent 
increase in the per capita consumption as an average seems to me, from all 
evidence at my disposal, to be probably too low and not to reflect the dynamic 
character of aluminum and the very wide and growing interest in it. My own 
judgment is that as an average figure, a 5-percent increase in the per capita 
consumption for the next decade is about as good a guess as can be made 
in this variety of crystal-ball gazing. Generally speaking, the weight of ob- 
jective opinion that I have tested I think would be likely to endorse this 
conclusion. 

If we, therefore, select a figure of 5 percent per annum growth in the per capita 
consumption of aluminum as an average, we can calculate as an average over 
a period of time, with the inevitable hills and valleys averaged out, how much 
metal will be needed by the civilian economy and how much will be left over 
to be accumulated into a stockpile after satisfying this need, as well as the pro- 
jected military requirements. The attached charts show that if only this sur- 
plus metal is taken into the stockpile, we would eventually add about 710,000 
tons to the stockpile by the year 1958. At that point, again assuming a steady 
average growth, the civilian demand would have caught up with our prospective 
metal supply as it now stands. The only basis on which we would add more 
metal to the stockpile than 710,000 tons, would be a business situation up to 
1958 which would reduce the average growth in the civilian demand substantially 
below the rate of 5 percent per annum increase in the per capita consumption 
which I have assumed, or the addition from some source of further supplies of 
metal. 

There is, of course, another means of enlarging this stockpile addition. This 
is for the Government, through the stockpile operation, actively to compete with 
civilian needs and thus tighten the market so that some of the civilian needs 
were not satisfied. While I am quite willing to concede that with our present 
very small stockpile, competition with civilian requirements for aluminum in 
the immediate future may be justified to some degree because of our serious 
deficiency, I am very reluctant to assume that aluminum should be kept under 
governmental controls for any extended period for the purposes of serving the 
stockpile or, even after controls have been lifted, that the Government should 
become an active and insistent competitor of the civilian economy to the latter's 
detriment. It is my impression that political and other types of pressures would 
become very severe if we proceeded on this basis and that it would be very diffi- 
cult to maintain such a policy for very long. 

This discussion would not be complete without pointing out that under the 
terms of the supply contracts which have been given to Alcoa, Kaiser, and 
Reynolds as part of the incentive to expand their metal facilities, the Govern- 
ment has agreed to purchase on demand of the producers, aluminum pig in an 
amount up to the total of the production for about 5 years of the expansion 
now under way. It also has the right to demand this metal in any quantities it 
wishes. The total production of the expanded facilities for the approximately 
5-year periods covered by these contracts is over 3,000,000 tons. Theoretically, 
therefore, the Government has in hand now a means of accumulating a stock- 
pile of about 3,000,000 under the terms of the Defense Production Act. Trans- 
actions of this magnitude, however, were certainly not contemplated as the 
realistic outcome of the supply contracts or as a justifiable use of such large 
amounts of DPA funds. The contracts were designed primarily as a protective 
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mechanism to guarantee to the companies involved that during their periods of 
rapid amortization there would be indeed a final buyer for all of the production 
of the new plants. It was, however, contemplated that the Government, in gen- 
eral, would only be required to buy such metal as the companies could not sell 
commercially. Furthermore, there is no built-in set of terms in these contracts 
that the metal so purchased would, in fact, be turned over to the national stock- 
pile although this is, of course, an open choice of the Government’s. A portion 
of these contracts is cancelable by the Government after 244 years so that the 
total commitment is susceptible of being reduced from the above-mentioned 
3,000,000 tons under certain circumstances. These cancellation privileges of 
the Government become inoperative if the Government contracts for over 10,000 
tons of foreign metal. 

In summary, if it should be decided as a matter of high policy that we should 
create a situation where 2% million tons of aluminum could be accumulated 
without making serious inroads on the civilian economy and if my 5 percent 
assumption of the rate of growth in the per capita consumption is regarded as 
realistic, we would have to provide something like 300,000 tons per year of 
additional sources of aluminum in order to reach such a figure 


SOURCES OF FURTHER SUPPLIES O1 ALUMINUM 


In exploring the question of possible sources of further supplies of aluminum, 
as you know, we have looked in two separate directions 

At our request, the Aluminum Co, of Canada has made two separate offers to 
increase their expected normal rate of export to the United States. The first 
of these offers expired on April 18, 1952, and the second expired on May 18, 
1952. Under each of these offers, the Aluminum Co. of Canada contemplated 
that it would substantially increase its exports of metal to the United States 
beyond the approximately 100,000 tons per year it would probably send here in 
! . The minimum amounts of metal which the company agreed it would 
offer to commercial buyers in the United States under each of the offers are 
shown in the following table, together with the amounts which the company 
requests the United States Govérnment to purchase if commercial buyers cannot 


any case 


be found for these amounts. 
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Both offers contemplate that the metal would be offered for sale to commerical 
buyers at the going United States prices, duty paid (the duty is $30 per ton) 
with the proviso that this price could be increased to the extent of any increase 
in the United States duty and by any amount by which freight to destination 
exceeded 1 cent per pound. The United States would have the right to cancel 
any portion of its obligation by the payment of 5 cents per pound. There are 
other less important terms which I shall omit here. 

If will he noticed that the second offer cuts off the proposed obligation of 
the United States Government at the end of 1958S as contrasted with the year 
1959 in the original offer. This was done to bring the proposed underwriting 
by the United States Government more closely in line with similar underwritings 
given by the Government to Alcoa, Reynolds, and Kaiser, most of which expire 
during the year 1958. The Aluminum Co. of Canada has informally indicated 
that it would be prepared to discuss with the United States Government at any 
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time in the future, further calls on any additional expansion in its productive 
“apacity. They have also advised me that the magnitude of any arrangement 
in terms of amounts of metal was open to discussion. Their attitude has been 
very cooperative and is based, in general, on a desire to meet whatever needs 
the United States Government is prepared to express. Prior to the expiration 
of the latest offer on May 18, 1952, we advised the Aluminum Co. of Canada 
that we did not propose to accept that offer as made, but that we would like 
to discuss with the company at an early date possible modified arrangements. 

As you know, on April 14, 1952, DPA issued a press release stating that we 
would be interested in knowing the extent to which any business enterprise 
in the United States was interested in going into the aluminum business and 
under what conditions. This was designed to give us an opinion as to the 
extent to which and under what conditions the Government could, if it wished 
to do so, sponsor further American production either as an alternative to the 
Canadian offer or in addition to it. In making this announcement, you stated 
that if we should sponsor an expansion in the United States, the Government 
would prefer new producers as distinguished from the existing three producers, 
plus the newcomer, Anaconda. It was not to be expected that many firm and 
specific proposals would be made at once, pursuant to this press release, 

As a result of this press release, we have been approached by several in- 
dependent interests, in some cases informally, who have expressed varying 
degrees of interest in entering the aluminum metal business. I have reported 
to you the details of these conversations, but since you may wish to make this 
memorandum available publicly, it is considered inappropriate for obvious rea 
sons, to recite the detailed facts herein It is my opinion, however, based upon 
these conversations, that it may be possible to arrange for some additional 
production in the United States by independent producers on terms which the 
Government could accept. The criteria which presumably will guide us in 
large measure in deciding these questions have already been publicized by you 
in your letter of January 21, 1952, to Congressman Emanuel Celler. 

In addition to these discussions with independent new interests, Alcoa, 
Reynolds, and Kaiser have each indicated that they would be prepared to expand 
their facilities further or to build new facilities at our request and under ap 
propriate terms. Reynolds has suggested informally the possibility of approxi- 


mately doubling (to 95,000 tons annual capacity) its Lister Hill facility No 
specific terms were suggested but it is presumed that they would parallel those 
of the current expansion Alcoa has specifically proposed that it be authorized 


to proceed with the first half (200,000 tons annually) of the so-called Taiya 
project in Alaska, utilizing diverted waters from British Columbia and Yukon 
Territory to a hydroelectric power plant in Alaska, next to which would be 
located an aluminum reduction plant. The conditions suggested by Alcoa are 
very moderate as to percentage of accelerated amortization, It has also not 
requested that the United States Government enter into a supply contract com- 
mitting the Government to purchase the output of the plant, but has requested 
an opportunity to supply an equitable portion of any purchases by the stock- 
pile (on its own initiative) from the United States producers, as well as a com- 
mitment by the United States Government to offer to buy from Alcoa further 
amounts equal to any foreign metal purchased by the stockpile. It has further 
offered to the Government a call on any of the output of Taiva for 5 years for 
the stockpile and has agreed to offer for 20 years 25 percent of the output to 
nonintegrated users of aluminum. 

The carrying out of the Taiya project would involve water agreements with 
the Dominion provincial and territorial authorities, as well as certain congres- 
sional actions with respect to Alaska. Construction would require 4 years, Secu- 
rity questions would have to be examined. 


CANADIAN METAL 


Quite apart from whether we proceed to secure additional production from 
American sources, an arrangement to secure additional aluminum from Canada 
appears to have certain advantages. As we have discussed these matters ex- 
tensively, I will only summarize the main points below. 

1. The Aluminum Co. of Canada is not a fabricator in the United States and, 
accordingly, is a source of metal for independent fabricators here which is not 
their competitor. Almost all of the aluminum fabricators consulted in con- 
nection with this investigation tend to prefer a source of metal other than from 
their competitor in the fabricating field, on the theory that the American primary 
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producers understandably prefer to fabricate their own aluminum to the max- 
imum extent of their sales capacity, rather than to sell their aluminum as pig 
or ingot to other fabricators. Thus, when there is a metal shortage in relation 
to fabricating capacity, the independent fabricators believe that the primary 
producers will favor their own fabricating facilities. This opinion seems to 
be widespread in spite of the fact that the present supply contracts with the 
American producers provide that during the first 5 years they must offer to 
independent fabricators two-thirds of the new metal, and for a period of 15 years 
thereafter, one-fourth of the new metal. 

2. Additional metal from Canada may involve expansion of Canadian pro- 
duction facilities. This expansion, if it takes place, will, however, put no strain 
on the equipment industry of the United States, now rather fully loaded, as all 
but a negligible portion of the equipment and materials will be obtained in 


Canada. 

%. To the extent that an arrangement with Alcan involves a contingent com- 
mitment on the part of the United States to purchase some portion of the 
meal exported to the United States which cannot find commercial buyers, such 
metal will be acquired by the United States at a price 1%4 cents per pound 
below the going American price because of the duty. Thus, from the standpoint 
of metal flowing into a stockpile, the Canadian metal would be the cheapest. 
A possible offset to this are, of course, the taxes paid by alternative American 
producers, 

i. Canada’s economy is so intimately related to that of the United States that 
on broad principles of relations with our northern neighbor, a constructive 
arrangement between us with respect to aluminum which will benefit both 
countries, has everything to recommend it. 

5. Almost all authorities agree that during the next few decades, from an 
economic as distinguished from a security standpoint, aluminum production 
should increasingly come from less developed areas possessing good power 
resources not needed for industrial loads. If this is a correct assessment of the 
economic trend, and I believe it is, it seems to me almost inevitable that Ameri- 
can aluminum supplies will, in the end, come increasingly from foreign or 
Alaskan sources so that our own power resources can be used for those loads 
which can afford to pay higher rates 


CONCLUSIONS AND RECOMMENDATIONS 


In our discussions of this question over the last few months, you have repeated- 
ly emphasized and I agree, that one of the factors which ought to bulk large in a 
decision whether or not to further appreciably enlarge our prospective supplies 
of aluminum, should be a good estimate of the probable requirements for alumi- 
num in the event of war. We do not have that knowledge now with any degree 
of accuracy, as I have pointed out in this memorandum. We will probably not 
get any figures entitled to be taken very seriously until some time later this 
year, although some preliminary data subject to further review and feasibility 
testing may be available before that time. If we knew today that the aluminum 
system as it is now planned was quite clearly inadequate to support the require- 
ments in the event of war, even the peak requirements in the third year of a 
war, I believe, as you do, that we would be on sounder ground in making a decision 
as to the magnitude of a further needed expansion, if any. 

I think the evidence is quite clear that we do not have enough aluminum in 
sight today to make it possible for us in any orderly manner to get what I be- 
lieve should be our eventual stockpile—say 244 million tons. I rather doubt that, 
with our present supplies, we will in the next few years succeed in stockpiling 
as much as a million tons without unduly prolonging controls and engaging in 
a degree of competition with civilian economy, which I consider to be unde- 
sirable, as well as continuing the subsidizing of high cost metal for a long 
period, a practice I think basically unsound. I, therefore, think that until we 
are able to test the forecasts of aluminum requirements in the event of all-out 
war, any decisions that we make now should be moderate and based largely on 
the desirability of improving somewhat our chances and easing our road in 
getting a respectable stockpile. I believe that 6 months or so from now it may 
be possible to reassess this whole question and discover whether there can be 
added to any arguments then valid in favor of further expansion, the highly 
important question of war requirements. 

In the light of these considerations, I recommend that we proceed at this time 
to discuss with the Aluminum Co. of Canada a contract somewhat along the 
lines of their last offer, but contemplating a minimum level of exports to the 
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United States of about 170,000 to 175,000 tons, as compared to the 200,000 tons 
stipulated in the last offer. This would mean a net addition to our metal supply 
of about 70,000 to 75,000 tons. I also recommend that if suitable contractors 
can be found, that we authorize new American aluminum metal facilities to the 
extent of about 75,000 to 80,000 tons annual capacity. The selection of the 
American contractors should be on the basis of the most advantageous terms to 
the Government, having in mind the competence of the contractors. I recommend 
that we do not authorize further expansion of the present primary producers, 
including the Taiya project, at this time, unless no suitable alternative is avail- 
able to the Government. 

From a technical and economie standpoint, the Taiya project is sound and 
attractive and the terms offered to the Government are very fair. It is a 
large project and will require several time-consuming steps. Since we believe 
that only a moderate step should be taken now, with a reexamination of our 
position later on, I recommend that Alcoa’s proposal be placed in a deferred 
category for reexamination later if the company is still willing to proceed with 
it, at such time as we should decide that our capacity needs further enlargement. 
In the interval, some of the basic questions involved may profitably be examined. 

It is believed inappropriate in this memorandum to discuss the individual 
prospects for awarding contracts to new American producers. I propose that 
we allow an appropriate time to permit those interested to firm up their pro- 
posals to the extent necessary for a decision to be reached in any case. 

SAMUEL W. ANDERSON, 
Deputy Administrator for Aluminum. 


The Caiman. I have a letter from the Secretary of Commerce, 
Mr. Sawyer, that I will ask to be placed in the record at this point. 
(The letter referred to follows:) 


May 23, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

My Dear Mr. CuatRMAN: I understand that your committee wiil hear testi- 
mony of Messrs. Fleischmann, Anderson, Fowler, and Small on Monday, May 26, 
on the subject of a proposed new aluminum expansion, as recommended to Mr. 
Fleischmann by Mr. Anderson. I should like to take this occasion to restate my 
views with respect to the desirability of securing a portion of our aluminum 
requirements from Canada, as I understand that the question of Canadian 
arrangements will be discussed. 

On February 7, 1951, I testified before the Specia! Subcommittee on the Study 
of Monopoly Power, House Committee on the Judiciary, on this matter. I be- 
lieved then and I believe now that because of its importance to our defense effort 
and to a healthy growth in our civilian economy it is very unlikely that we will 
in the foreseeable future have a genuine long-teiv: surplus of aluminum for 
consumption. It is a dynamic metal with great «rvwth possibilities and its 
importance in any future crisis can scarcely be exagyerated. 

I should like to call to your attention that on October 26, 1950, a document 
was signed between the United States and Canada, representing a “statement 
of principles for economic cooperation.” The first principle set forth in this 
statement was, “In order to achieve an optimum production of goods essential 
for the common defense, the two countries shall develop a coordinated program 
of requirements, production, and procurement.” In my judgment that policy 
stated a desirable, if not essential objective. I assumed that when we signed for 
the United States, we meant what we said. Our economic and cultural ties with 
Canada are closer than with any other country—it is the better part of wisdom 
to encourage and not discourage that objective. 

We are carrying out in this country a large expansion in aluminum production 
by the three primary producers. If there be an attractive opportunity to secure 
additional supplies of metal from Canada, I think it would be discriminatory to 
decline to negotiate for it on a fair basis, particularly as supplies of metal from 
that country are destined for sale to small independent consumers of aluminum 
in this country who do not control their own sources of metal. 

Respectfully, 
CHARLES SAWYER, 
Secretary of Commerce. 








954 DEFENSE PRODUCTION ACT 


The CHamman. I have a long letter, with attachments, from the 
Kaiser Aluminum & Chemical Corp. showing various effects that 
this will have on the aluminum industry, and I will ask permission 
to have that put into the record. 

(The letter referred to follows :) 

WASHINGTON, D.C., May 26, 1952. 


Subject : Hearing—May 26, 1952, re aluminum requirements, aluminum expansion, 
aluminum stockpiling; Canadian deal. 
Reference: Our letter to Defense Production Administrator, Manly Fleisch- 
mann, April 9, 1952. 
Senator BuRNet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Room 11-—C, Senate Office Building, 
Washington, D. C. 

Dear Str: There appears to be an element of haste on the part of the Defense 
Production Administration to conclude a deal on aluminum with the Canadian 
Aluminum Co. before Mr. Fleischmann retires from office this week. 

Such haste does not appear warranted. There is ample time, as described 
here, for this whole aluminum matter to be thoroughly and impartially investi- 
gated and evaluated. 

In 1950, after the Korean war began, this country embarked on a greatly 
accelerated military defense program. 

The need for additional primary-aluminum capacity in the United States 
then became apparent. Two programs of aluminum expansion (late 1950, and 
in mid-1951) were authorized under the Defense Production Act of 1950, and 
an expansion of 683,000 tons of annual capacity was started. This represented 
a 91 percent intrease in aluminum capacity.’ 

The aluminum industry privately financed this astoundingly large expansion 
at a cost of approximately $600 million. 

Some of this new capacity is now in operation. Additional units are being 
rapidly completed. The first units required less than a year to construct. 

The Canadian proposal recommended by Mr. Sam Anderson, Deputy Admini- 
strator of DPA, in charge of the Office of Aluminum, provides only “contingent” 
deliveries of aluminum, beginning in 1954. 

These are not firm deliveries—only deliveries that the United States Govern- 
ment would be committed to take if the Canadian company required it to do so. 

Even if the deliveries were tirm, they do not begin until 1954, and at the 
following rate: 


Tons | Tones 
1954 eae all I el Sa 
1955 eR es dn OM a Cn Te 
1956 is DTN 100, 000 


It appears quite obvious then that, if additional supplies of aluminum are 
needed during the 1954-58 period, there is ample time in which to adequately 
and thoroughly review the problem and still meet such deliveries by further ex- 
pansion within the United States. 

Additional capacity in the United States, if needed, can be built in 12 months— 
even if not started until well into 1953, and still meet the 50,000 ton goal for 
1954, which Mr. Anderson, in his memorandum of May 16, 1952, to Mr. Fleisch- 
mann, recommended be obtained from Canada. 

Consummation of the Canadian aluminum “contingent” purchase will not 
add one pound of additional capacity. On the other hand, purchase of aluminum 
in this country has been the means of obtaining greatly increased capacity in the 
United States, and it is only reasonable to expect it can still be done. 

If additional capacity is needed for defense, if additional metal is needed 
for stockpiling, and the deliveries beginning in 1954 recommended by Mr. 
Anderson are valid, then it is evident that it can all be obtained in this country. 

Our position in this matter was set forth in our letter of April 9, 1952, to 
Mr. Manly Fleischmann, Administrator of DPA—a copy of which is attached as 
a part of this letter. 





‘In addition, there are 79,000 tons of uneconomic capacity (Alcoa) which were reacti 
vated, making the total increase after Korea 762,000 tons, or 102-percent increase. 
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In it we stated: 

“As of this date, the Government has not discussed with us any arrangement 
for the production of additional aluminum for the suggested stockpile. * * *” 

That statement still stands. 

We also stated to Mr. Fleischmann: 

“If the United States Government determines, however, that additional quanti- 
ties of aluminum are required either for military use or for an enlarged stock- 
piling program, then we believe it of utmost importance that American industry 
be given the job of providing the aluminum and that a contract should not be 
made with a Canadian or other foreign concern unless it should be found that 
American industry is unable or unwilling to do the job. We are confident that 
this will not be necessary and that as has been the case in the past, American 
industry can and will perform.” 

We are still confident that American industry can and will meet all defense 
requirements for aluminum, 

We also stated in our April 9 letter: 

“On the other hand, a more precise evaluation of future requirements may 
show that the stockpiling requirements can be taken care of in whole or in part 
by extending the existing Government supply contracts with aluminum pro- 
ducers so that they correspond to the period of the stockpiling, or by making 
contracts with industry to supply the Government with a portion of industry's 
pre-Korean capacity, or by a combination of either of the above either with or 
without provision for some additional new capacity, as may be required.” 

We closed our letter with the following: 

“If it should be determined to establish additional stockpiling requiremeuts, 
we desire to explore with you the means by which this requirement can be taken 
eare of in this country.” 

We have not been advised of any increase in stockpile requirements, nor has 
anyone in the Government discussed with us in any way the extent, or in what 
manner, we might meet any valid and definitely required additional aluminum 
for defense. 

Yours respectfully, 
KAISER ALUMINUM & CHEMICAL Corp., 
Cuap F, Catnoun, Vice President. 


Wasurnoton, D. C., April 9, 1952 
Subject: Proposals for Expansion of Aluminum Capacity and Acquisition of a 
$,000,000-ton Aluminum Stockpile, as Presented in Memorandum on Aluminum 

Dated February 26, 1952 
Mr. MANLY FLEISCHMANN, 

{dministrator, Defense Production Administration, 
Washington 25, D. C 

DEAR Mr. FLEISCHMANN: At the meeting we attended with you, Mr. Samuel 
W. Anderson, Deputy Administrator for Aluminum, and other members of the 
aluminum industry, March 5, to consider the above subject, you requested each of 
the American aluminum producers to submit in writing its views on the pro- 
posal to stockpile 4,000,000 tons of primary aluminum and to enter into a 7- 
year-supply contract with the Aluminum Co. of Canada. Accordingly, we have 
taken this opportunity to set forth the present views of Kaiser Aluminum & 
Chemical Corp. on this subject. 

Because of various factors that are now unknown to us or unsettled as of 
this time, we are not in a position to determine what quantities of aluminum 
will be required for military use, or to make a recommendation as to whether the 
Government should establish a stockpiling program of the magnitude proposed. 

Insofar as civilian requirements for aluminum are concerned, it has been our 
experience that the American industry is qualified to determine civilian require- 
ments and has provided the productive capacity to meet such requirements. 
From 1946, when this company entered the aluminum business, to just prior to the 
Government's post-Korea expansion program, this company increased its alumi- 
num production capacity from 216,000,000 pounds per year to approximately 
300,000,000 pounds per year, or, an increase of about 62 percent. This expan- 
sion was made for the purpose of taking care of civilian needs. This is a clear 
indication to us that American industry will continue to provide further expan- 
sion of productive capacity as it is required for civilian use and that it is not 
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necessary or desirable for the United States Government to enter into a pur- 
chase contract with a Canadian producer for the purpose of providing aluminum 
for civilian use. It is reasonable to expect that the Canadian Aluminum capacity 
will also continue to grow. 

If the United States Government determines, however, that additional quan- 
tities of aluminum are required either for military use or for an enlarged stock- 
piling program, then we believe it of utmost importance that American industry 
be given the job of providing the aluminum and that a contract should not be 
made with a Canadian or other foreign concern unless it should be found that 
American industry is unable or unwilling to do the job. We are confident that 
this will not be necessary and that as has been the case in the past, American 
industry can and will perform. 

As of this date the Government has not discussed with us any arrangement 
for the production of additional aluminum for the suggested stockpile, and we 
assume, from the absence of such discussions with us, that the matter has not 
yet been explored with other members of the American aluminum industry. 

The policy of first giving American industry an opportunity to fill American 
requirements is mandatory upon the Government (see Buy American Act) and 
is so firmly established as not to require discussion. There are, however, a num- 
ber of points bearing particularly upon the benefits of placing any further 
expansion of aluminum capacity in this country rather than in Canada, which 
we would like to mention briefly. 

1. The ultimate cost to the Government of making an arrangement with Amer 
ican industry for additional production should be less than the cost of making 
an arrangement with a Canadian producer. The purchase price of the aluminum 
would be likely to be about the same in both cases, but the Government would 
financially benefit by dealing with American producers not only by the receipt 
of additional taxes from the aluminum industry itself but by receipt of taxes 
from those who furnish the industry with materials and services. Contrary to 
the statement in the DPA memorandum of February 26, the allowance of accel- 
erated amortization on the new plants would not necessarily cost the Government 
significant tax revenues. The amortization is largely offset aguinst the earnings 
of the new plants, which would not even exist to be taxed unless the incentive of 
accelerated amortization were provided to encourage the building of the plants in 
the first place. Moreover, industry is in any event allowed to amortize or depre 
ciate its plants and it is a question of whether the plants are amortized or 
depreciated over a longer or shorter period. If the plants were fully amortized 
over a 5-year emergency period, thereafter if the plant operated, Federal taxes 
would be levied on income from the operation without deduction for depreciation. 
Thus, in the long run, revenues from taxation would be the same, barring specu- 
lation as to the level of future tax rates, or as to the level of income to be derived 
from the new plants. On the other hand, if the investment in additional produc- 
tion is made in Canada this Government has no opportunity to receive any 
income-tax revenue whatsoever from such operations. 

2. In addition to direct revenue to the Government from taxation, the construc- 
tion of additional plants in this country would create many local benefits in the 
communities where the plants are located and to supporting industries. 

%. Our studies in connection with the last expansion program showed that 
there are numerous economical and available sources in the United States which 
may be utilized for electric power generation. As one example, power may be 
economically produced by utilizing coal from strip coal mines. It is not neces- 
sary to go to Canada or to any other foreign country for additional electric power 

t. Expansion of aluminum capacity in the United States would carry with it a 
corresponding expansion of power-generating capacity which would be converti 
ble to other uses in the event of grave emergency (such as destruction of the 
Tennessee or Savannah River Dams requiring an immediate diversion of the 
available power capacity to atomic energy production). If the additional alu 
minum capacity should be built in Canada, particularly at Kitimat, the corre- 
sponding additional powér capacity would not necessarily be available to this 
country, and it would be too far away for economic conversion to other emergency 
uses 

5. Plants located in the United States would be less vulnerable to attack than 
plants located in Canada, particularly the Kitimat plant, and would provide 
greater dispersion, since the same capacity would be spread over more reduction 
and power plants in the United States than in Canada. 

6. Plants in the United States would obtain their Caribbean raw materials 
over more easily defended transportation routes, than along the exposed ocean 
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shipping lanes to either coast of Canada. If these materials should go to Kitimat, 
they would also have to travel through thte Panama Canal. Or if the water route 
by way of the Pacific Ocean should become too vulnerable in wartime, as the 
Atlantic route from South America to Canada did in World War II, bauxite from 
Alcan’s South American or Jamaican sources would have to be transshipped by 
rail from Gulf ports and thus put a tremendous additional transportation burden 
on United States railroads. 

7. If the expanded capacity is located in the United States, it would remain 
subject to absolute United States Government control at all times, while, if the 
capacity is located in Canada, ultimate control would rest in the Government of 
another country. 

8. If the expanded capacity is located in the United States, even though it is 
originally used only for stockpiling purposes, it would remain available in this 
country to take care of expanding civilian requirements as developed, thus 
adding to the industrial resources of this country. 

A determination of the method by which American industry would supply 
additional stockpiling requirements, if it is decided to proceed with an enlarged 
stockpiling program, should be made after the actual requirements have been 
established. If new capacity is needed, however, we are confident that satis- 
factory contractual arrangements can be made to provide such additional ca 
pacity, and our studies show that resources are available in this country to 
permit the installation of additional capacity on an economical basis. On the 
other hand, a more precise evaluation of future requirements may show that 
the stockpiling requirements can be taken care of in whole or in part by extend- 
ing the existing Government supply contracts with aluminum producers so that 
they correspond to the period of the stockpiling, or by making contracts with in 
dustry to supply the Government with a portion of industry's pre-Korean capacity, 
or by a combination of either of the above either with or without provision for 
some additional new capacity, as may be required 

If it should be determined to establish additional stockpiling requirements, 
we desire to explore with you the means by which this requirement can be taken 
care of in this country. 

Very truly yours, 
Katser ALUMINUM & CHEMICAL CorpP., 
By CHaAp F. CaLnoun, Vice President. 


The Cuatrman. I have a further statement from the Kaiser Alumi- 
num & Chemical Corp., which will be inserted in the record at this 


point. 
(The statement referred to follows:) 


PROPOSED CANADIAN ALUMINUM DEAL 


The proposed Canadian aluminum deal does not assure 1 pound of aluminum 
for the United States stockpile 

Canadian “contingent” deliveries would not start until 1954 and then only a 
“possible” 50,000 tons that vear and 100,000 tons through 1958. 

There is ample time’ to adequately and properly determine the aluminum 
requirements and still build additional capacity in this country, and assure 
aluminum to the stockpile before aluminum can be delivered from Canada. This 
can be done without any peril to our security. 

Therefore, the emphasis should be on appropriate congressional investigation 
of the many variable factors involved before a decision is reached. 

There is adequate time 

There is no need for haste 

Some of the controversial points which merit thorough investigation by a 
well-qualified joint committee are listed on the attached sheets 


PROPOSED CANADIAN DEAL 


1. Time 
Canadian “possible” deliveries, if they should occur, would not start until 
19%}4—a maximum possible 50,000 tons that year. There is no need to rush 


*The DPA-favored Alcan deal does not provide deliveries—i. e., contingent deliveries— 
until 1954 If that is valid, then there is no peril in taking time to investigate this whole 
matter 
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into a Canadian contract because American producers, capable of expanding, 
have demonstrated they can build new plants in 1 year’s time. Thus, a decision 
on this aluminum problem need not be made for another year, and still it would 
leave adequate time to build additional capacity in the United States and still 
meet the proposed contingent Canadian deliveries. No peril to our security 
either, since DPA is willing to postpone even “contingent” deliveries until 
1954—55. 

2. Stockpile 

(a) The Canadian offer does not assure 1 pound of aluminum pig to the 
United States stockpile. The proposal does not give the United States Govern- 
ment the right to purchase any aluminum at all—it only obligates the United 
States to take certain quantities from Alcan if Alcan cannot sell it to commercial 
users in the United States. 

(b) No one questions the need for a stockpile of aluminum. However, the 
magnitude of the stockpile is a controversial and presently unknown amount. 
The amount required decreases as aluminum capacity increases. It is far better 
to have more capacity than can produce year after year and be available in 
wartime than to sterilize a huge quantity in a stockpile. 

The only other question regarding stockpile is the method of acquiring it. 
American producers say it can be acquired here by further expansion—and 
that if the Canadian offer, with its “probable” deliveries beginning in late 
1954, is valid, then there is adequate time to properly appraise this problem 
and expand further here. 


8. Lead time 

At present American industry does not have sufficient plants or tools to 
“chew up” for full military uses the total aluminum capacity (presently being 
constructed). In all-out war, to build sufficient aircraft and other additional 
plants and tool them to manufacture aluminum in these quantities would take 
at least 2 years. This has been demonstrated in World War II and since Korea. 
This factor alone gives time for addition emergency expansion if needed. 

This factor has apparently been completely ignored by Anderson, et al., but 
is a most valid one and should be properly considered. 


j. Canadian stockpile 

Serious investigation and negotiations should be held with appropriate author- 
ities to have Canada contribute its share by stockpiling aluminum in Canada 
at Canadian Government expense. 


5. Electric power 

Proponents of the Alcan proposal (Sam Anderson, et al.) claim that increase 
of aluminum capacity in wartime would put a severe burden on the available 
power supply. They overlook or withhold the fact that aluminum expansion 
now is on the basis of “captive electric power plants” owned, constructed, and 
operated by the aluminum companies, independently of any public or private 
power source. 

6. Who favors the Alcan deal? 

Congressman Celler, until a few months ago, publicly opposed any deal with 
Alean, but suddenly changed only a few months ago. He claims that 17,000 
fabricators are being put out of business by American producers for lack of 
aluminum in other forms by Alcoa, Reynolds, and Kaiser, for further fabrication. 
only about 3,000 use any aluminum pig at all. All of the others are supplied 
aluminum in other forms by Alcoa, Reynolds, and Kaiser, for further fabrication. 
They are not complaining. Even of the 3,000 pig users—most of whom are very 
small—there is only a handful who favor the so-called Canadian deal. Anderson 
has compiled excerpts from letters from seven of these who favor the Canadian 
deal. However, there are many, many others who are vigorously against it. 
This factor alone is worthy of very thorough survey and investigation. 

It should be pointed out here that Alcan does not need any Government con- 
tract to supply aluminum pig to aluminum-pig users in the United States, and 
particularly to these vociferous few. Consequently, it is difficult to understand 
why these few are so in favor of Alcan getting a supply contract with our Govern- 
ment. 

7. Stockpile quantities 

Munitions Board Chairman Small, in a letter dated May 17, 1952, to Manly 

Fleischmann, stated it would be some time before they established the magni- 
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tude of the required aluminum stockpile. Therefore, why the hurry in rushing 
into this Canadian deal when, as has been shown above, there is adequate time 
over the next many months for the Munitions Board and other appropriate bodies 
to properly review and determine the magnitude of the stock pile in relation to 
military requirements and the actual and potential aluminum capacity in this 
country. 

8. Government supply contracts with American producers 

The General Services Administration supply contracts with American pro- 
ducers, covering the current privately financed expansion in excess of 600,000 
tons annually gives the Government the right to “take” the entire output of 
these plants, up to a total in excess of 3,000,000 tons. 

In the event the Government does not “take” the capacity, the owners through 
1958 must offer two-thirds of the capacity to the independent fabricators, and 
thereafter, for 15 years, 25 percent must be first offered to independent 
fabricators. 

Any amount of the total capacity the owners cannot sell, the Government is 
obligated to “take 

This is quite different from the Canadian proposal, wherein Alcan can “put” to 
the United States Government quantities, but our Government does not have 
the right to “take” aluminum from Alcan. 


9. Cost of Canadian aluminum 

Anderson, Celler, et al., have represented incorrectly that Alcan provides a 
cheaper source, because of the United States Government 114 cents per pound 
duty on the imports. However, the taxes of the American producers, its addi- 
tional employees, etc., on an equivalent amount of aluminum produced in this 
country are far greater than the total tariff payments would be. 
10. Exclusion of American producers 

In the Anderson memorandum of May 16, 1952 (see p. 943) to Manly Fleisch- 
mann (p. 26), he states: “I recommended that we do not authorize further 
expansion of the present primary producers - 


All of the American producers have told Fleischmann, Anderson, et al., 
verbally and in writing (copy of the Kaiser Aluminum April 9 letter to Fleisch- 
mann attached) that they are willing and they are confident that the American 


producers can meet the appropriate aluminum goals and should be given the 
first opportunity to do so 

The fact of this willingness to completely exclude the American producers is 
something that should be thoroughly and properly investigated by an appropriate 
joint congressional committee As pointed out herein, there is adequate time 
to do this before rushing into a contract with Alcan. 

The American producers since Korea have expanded their capacity almost 
100 percent—something never before approached by any other basic-material 
industry—all privately financed at a cost to them of approximately $600,000,000. 
(This is an outstanding achievement and certainly merits serious recognition 
and consideration. ) 


11. Canadian capacity 

The president of the Aluminum Co. of Canada recently advised his sto 
holders that Alcan was proceeding with its aluminum expansion program in 
sritish Columbia (Kitimat) whether or not it obtained an aluminum sup} 
contract from the United States. Thus, it is clear that the Canadian deal will 
not bring in any additional productive capacity beyond that which is already 
planned and under way by Alcan. 
12, Security 

United States aluminum reduction plants (pre-Korea and present expansion 
program) are widely scattered in 16 locations from border to border and coast 
to coast, namely, in Washington, New York, Arkansas, Texas, Louisiana, Ten- 
nessee, Alabama, Montana, and Carolina. 

Additional plants would be located in equally dispersed locations. 

The present huge Canadian plants are concentrated in one small area in Que- 
bec, and the second expansion would be the one small area in British Columbia. 

To contract with Alcan will deprive American industry of an opportunity to 
create new capacity in the United States 

Thus, our own security would be weakened—repeat, weakened—by depriving 
this country of additional capacity. 


79979—52—No. 19-——3 
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13. Cost of additional facilities vs. stockpiling 

It must be pointed out again that the Canadian proposal offers a total contin- 
gent 450,000 tons to the United States, but this is only if the Canadian company 
elects to “put” that quantity to the United States, and consequently, this does not 
assure any amount to our stockpile. 

However, if the whole amount was “put” to the United States; it would cost 
at current prices approximately $162,000,000. That would be direct Government 
expenditure. 

On the other hand, if our Government would contract with American firms 
for similar quantities on a similar basis, it would induce a further expansion in 
this country of approximately 225,000 tons of annual capacity. This capacity 
could be constructed prior to 1954 (when the contingent Alcan deliveries might 
begin) and would not only provide the United States with a greater amount for 
the stockpile, but would further increase its total productive capacity available 
year after year. The cost of these facilities would be financed privately, and 
the Government would not be committed to spend any more than it would under 
the proposed Alcan deal, but it is obvious that it would not oniy have the metal, 
but also the additional productive capacity. 


14. United States expansion impact on industry 
American producers of the heavy machinery and electric equipment required 
have ample capacity for meeting any required additional aluminum expansion 
program during the next 3 years 
Anderson has represented this would be a bottleneck. 


15. Assumptions, opinions, etc. 

The chief proponent for making a deal with Alean has been Mr. Sam Anderson, 
so-called aluminum ezar, deputy to Manly Fleischmann, Administrator of Defense 
Production Administration. Mr. Anderson has prepared a series of three different 
memoranda on the subject, under the following dates: February 26, 1952; April 
15, 1952; May 16, 1952. These memoranda are replete with assumptions, omis 
sions, personal opinions, inconsistencies, and misstatements of fact. Since it 
appears that a decision in favor of Alcan is about to be made based upon these 
memoranda of Anderson, and particularly the one of May 16, it appears impor- 
tant that all the statements made therein should be properly investigated and 
appraised. 

16. Conclusions 

The foregoing items have been set forth to show the type of factors involved 
in this whole problem that should be adequately, thoroughly, and impartially 
investigated and evaluated before any further consideration is given to the 
Canadian deal 

As has been shown, there is ample time to do this without any peril to our own 
security. On the other hand, it can lead to an improvement in our security by 
providing more capacity in the United States. 

Vice Chairman Brown. Representative Celler, chairman of the 
House Committee on the Judiciary, was unable to appear this morn 
ing. He sent a statement and asked to have it incorporated in the 


record. 
The Cuarrman. Without objection, that will be done. 
(The prepared statement of Representative Celler follows :) 


STATEMENT BY EMANUEL CELLER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF New York 


I respectfully convey my regrets to the members of the Joint Committee on 
Defense Production over my inability to appear in person to present my testi- 
mony regarding the aluminum problem. However, previous legislative commit- 
ments have unavoidably required my presence elsewhere. Accordingly, I respect- 
fully submit the following presentation for the committee’s consideration. 

To begin with, my primary interest lies in the welfare of the 14,000 independent 
fabricators and the fifty-odd independent extruders of aluminum and aluminum 
products. These smaller entities, which provide a backbone of competition for 
our economy, have long been, and will continue to remain, in serious competitive 
straits unless prompt and effective remedial action is taken. 
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These smal] concerns can obtain raw materials from a limited market, which, 
in the United States, is controlled solely by the Big Three—Alcoa, Reynolds, 
and Kaiser. Because of the forward integration of the three large primary pro- 
ducers the small extruders and fabricators are placed in the anamolous posi- 
tion of having to purchase their raw materials from their principal competitors. 

Take the Aluminum Co. of America, for example. One of its subsidiaries, 
the Aluminum Cooking Utensil Co., manufactures Wear-Ever pots and pans. 
Another, Aluminum Seal Co., produces closures for bottles and containers. 
Altogether, the Aluminum Co. of America and subsidiaries operate fabricating or 
casting facilities at plants at Aleoa, Tenn.; Buffalo, Jamestown, and Massena, 
N. Y.; Cleveland, Ohio; Detroit, Mich.; Edgewater and Garwood, N. J.; Bridge 
port, Conn,; Lafayette and Richmond, Ind.; Los Angeles, Calif.; Cressena and 
New Kensington, Pa.: and Hillside, Il. 

Reynolds Metals Co., in addition to its primary production, fabricates such 
aluminum products as corrugated roofing and siding, weatherboard siding, pre- 
fabricated building structurals, gutters and downspouts, windows, nails, house- 
hold foil, and numerous foil products. Kaiser also engages in extensive fabri- 
cating operations, 

It does not take much imagination to see why these large primary producers 
have expanded with enthusiasm into the fabricating field. Aleoa’s profits on 
primary production are only about 15 percent, but upon rolling the ingot into 
sheets it receives a profit of 25 percent It requires more than idealism for an 
integrated cempany to sell its primary at 18 cents a pound when, by carrying 
the finishing process one step further, it can sell sheet at 33 cents a pound. 
Thus, it comes as no surprise that Alcoa estimated during the seller’s market 
of 1948, that its allocation of primary to the independent fabricators at the 
expense of its own fabricating facilities resulted in a net loss of some $5,000,000. 

Because of the fact that fabricating nets more profitable returns than does 
the sale of primary, the large integrated aluminum producers have fabricating 
facilities of their own which are more than two times as great as their respe 
tive ingot capacities Accordingly, there is a premium on fabrication and little 
incentive to share primary products. The Federal court, in the recent Alcoa 
case, observed the reluctance of large producers to share their primary output 
with their fabricating competitors as follows: 

“Having large investments and excess capacity in fabrication facilities, it is 
probable that Reynolds and Kaiser will continue to devote the major part of 
their production to supplying their own needs. To the extent that they remain 
intermittent sellers to the nonintegrated fabricators, their success with these 
buyers cannot be expected to be of an outstanding character.” 

Because of the expanded facilities of the large integrated producers and their 
not unnatural desire to produce as profitably for themselves as possible, the 
position of the independent fabricator in our economy remains tenuous. 
Whereas it is estimated that some 17,000 independent fabricators were manu 
facturing aluminum products prior to Korea, that number has now shrunk to 
14.000. The hardships imposed by priorities and defense requirements have 
threatened the existence of many others. 

There therefore remains no doubt but that these independents need adequate 
and assured sources of aluminum supply if the fabricating segment of the alu- 
minum industry is to retain any semblance of competition According to a 
recent report issued by the Senate Small Business Committee “Many small fab 
ricators have believed from quarter to quarter that plentiful aluminum supplies 
were only a few months ahead. They have continued unprofitable operations 
with the hope they could survive the period of shortage. You committee believes 
that it has a fundamental obligation to make clear that for these fabricators the 
outiook is dim for anything near normal production for at least the next 3 
years 

Relief for the independent fabricator may come through resort to one or a 
of the following measures 

l. Expand the productive facilities of the present big three producers, Aleou, 
Reynolds, and Kaiser 

2. Introduce new producers into the field of primary productior 

4. Enter into agreements with the Aluminum Co. of Canada for a guaranteed 
supply of aluminum for domestic fabricators 


———— 


1United States iJuminum Compar of America (91 F. Sup; 20 5 1950 
* Senate Small Business Committee, Annual Report, p. 55 (195 
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I strongly oppose the first of these alternatives. It is discriminatory and 
unfair for the Government to expand the facilities of these large companies who 
have in the past shown such little concern for the welfare of the small and 
independent fabricator. Contractual commitments to furnish a fixed percentage 
of expanded output to the competitive market are meaningless when an equiva- 
lent tonnage from uncommitted plants may always be diverted from the open 
market to the fabricating plants of the integrated producers. 

If at all possible, newcomers should be brought into the aluminum field, not 
only to strengthen competition at the primary level but also to guarantee to 
the nonintegrated segment of the industry assured sources of supply. It would 
be folly, however, to consider as new independent producers companies already 
dominant in the copper industry. Not only is the field of copper itself domi- 
nated by a small coterie of large concerns, but the industry is as highly inte- 
grated on a comparable basis as is aluminum. There is therefore little likelihood 
that the copper interests would share new aluminum production with the 
independents. 

The third solution for the aluminum problem is to look to Canada. The Alumi- 
num Co, of Canada, which even now exports large quantities of aluminum to 
the United States, fabricates no metal within the United States and therefore 
does not engage in competition with our independent fabricators. Economically 
speaking, aluminum production in Canada is highly desirable because of low 
costs, abundance of electric power, and other factors. 

Mr. Samuel W. Anderson, Deputy Administrator for Aluminum of the Defense 
Production Administration, has proposed that negotiations be entered into with 
the Aluminum Co. of Canada contemplating a minimum level of exports to the 
United States of approximately 175,000 tons annually for a 5-year period com- 
mencing in 1954. This calls for the importation of 75,000 tons more than the 
amount of aluminum generally furnished by Canada to the United States market 
during each year. The United States would be obligated to purchase such ton- 
nage as is unable to be placed with private consumers, and this would be added 
to our stockpile of strategic metals. 

Also included in Mr. Anderson's proposal is the expansion of facilities in the 
United States through new companies to the extent of 75,000 tons per year. Tak- 
ing into account the Canadian arrangement, execution of this plan would aug- 
ment our present annual aluminum supply by some 150,000 tons 

I wish to endorse Mr. Anderson's proposal insofar as it contemplates new 
aluminum producers and the increase of aluminum imports from Canada. The 
increase of 150,000 tons per year is indeed modest compared to the already proven 
needs of domestic fabricators and the multitude of uses to which aluminum now 
lends itself. This additional supply would be a mere pittance were the United 
States to become embroiled in a full-scale conflict. But regardless of this pos- 
sibility, the horizons of the future for the use of aluminum are almost endless. 
Potentially, aluminum may become the basic metal for automobiles, replace tin 
cans, revolutionize the building industry, and substitute for copper wiring. The 
potentialities for aluminum are unlimited; the present need is great. It is there- 
fore important that we use our foresight at the present moment so that we do not 
again find ourselves the hapless victim of a self-imposed aluminum shortage. 

Senator Futsricnut. I also want to give this notice to this committee, 
that I have discussed this matter with the Secretary of the Interior. 
My understanding is that he has some very serious doubts about this 
contract. And at the proper time, if we can have a meeting this after- 
noon, I am sure that we can dispose of these witnesses by that time, 
then I would like to say that I would like to have the Secretary of the 
Interior give his testimony before the committee, also. 

The Cuamman. Without objection, we will ask the Secretary of the 
Interior to come here, if that is agreeable to the committee. The clerk 
will notify Secretary Chapman and ask him if he can be present. 
(See p. 1051.) 

We will now hear from Mr. Fleischmann. 
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STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, ACCOM- 
PANIED BY C. H. KENDALL, GENERAL COUNSEL, DEFENSE PRO- 
DUCTION ADMINISTRATION 


Mr. FiLetscumMann. Mr. Chairman, Senator Fulbright has sug- 
gested that the statement that he has prepared he is going to file, and 
that I should do the same, which I am perfectly willing to do. 

The CuatrMan. Very well; that will be made a part of the record 
at this point. 

(The prepared statement of Mr. Fleischmann follows :) 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, DEFENSE PRODUCTION 
ADMINISTRATION 


The Defense Production Administration welcomes the opportunity to place 
before this committee the facts concerning the Nation’s potential aluminum 
requirements in the years ahead, and alternative plans which have been pro- 
posed for meeting those requirements. These facts and the proposals arising 
out of them have been under intensive study for many months and an expression 
of opinion by this committee as to the proper solution of the problems presented 
would be both useful and welcome. 

No more important responsibility has been assigned to the executive branch by 
Congress than the duty to assure adequate supplies for basic materials, both 
for the present mobilization program and for the needs of all-out mobilization 
in the event that war should be forced upon us In order to make certain that 
this responsibility could be speedily and efficiently carried out, Congress pro 
vided various financial aids appropriate to the job, including accelerated amor- 
tization, Government loans and loan guaranties, and provision for long- or short- 
term purchase arrangements for such materials. Finally, provision was made 
for the financing of the two latter types of arrangement through the Treasury. 

In enacting these provisions, Congress demonstrated that it had benefited by 


the experience and mistakes of World War II when failure to act promptly and 
decisively in the field of expanding materials production was particularly costly 
in the metals area. 

I think it con be fairly claimed that the executive branch also learned the les- 


sons of World War II since energetic steps were taken immediately after Korea 
to expand the Nation’s metal productive capacity, and its sources of supply both 
domestic and foreign. While critical problems remain, particularly in the field 
of alloying metals where we have no adequate domestic source of supply, I 
that it can be fairly stated that everything reasonably possible has been done, 
or is now being done, to solve these pressing problems, which lie at the very 
heart of any adequate handling of our long-range security program. 

No metal is more intimately and essentially related to a modern mobilization 
effort than aluminum. This was first demonstrated in World War II with the 
emergence of air power as a first-line weapon of offense. With the further 
deveiopment of air power since the war, and with the new emphasis on all 
forms of airborne weapons, the dependence of the mobilization effort on ade- 
quate supplies of aluminum has greatly increased, and will certainly continue 
to increase in the years ahead. I say categorically, therefore, that the mobilizer 
of 1952 has no more pressing and grave responsibility than the duty to see to 
it that the Nation does not again run short of the so-called white metal; this 
responsibility is only underscored by the fact that such a failure would be the 
third in the same area. 

The tacts and circumstances of the present aluminum situation will be presented 
to you in full detail by Mr. Samuel W. Anderson, Deputy Administrator of the 
Defense Production Administration. In recognition of the importance of alu- 
minum, as I have outlined it, Mr. Charles BE. Wilson and I persuaded Mr. Ander- 
son to accept the position of Deputy Administrator with responsibilities con- 
centrated almost entirely in the field of aluminum expansion. No man in the 
United States is better qualified to determine the facts and formulate policies 
in this area. He assumed similar responsibilities in World War II, and as a 
result of his vigorous direction of the aluminum expansion program, the alu- 
minum problem was finally solved. The proposals which he has made are worthy 
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of the most serious consideration which members of this committee and the 
general public can give. 

While I have not decided on the exact means for obtaining further supplies of 
aluminum, I have reached the preliminary conclusion that more aluminum must 
be obtained than is contemplated by the currently authorized expansion pro- 
gram. This is based on my own judgment, confirmed by information from the 
Munitions Board, that the aluminum requirements for all-out mobilization under 
present military concepts will be substantially higher than those originally esti- 
mated. The exact amount of that increase cannot yet be determined, but the 
fact of the increase does not seem to me to be subject to much doubt. This in 
turn means that we will need a far larger stockpile of aluminum than is presently 
authorized, and, in view of the present war situation, it seems to me that we 
should set about arranging for it without further delay. 

If my successor shares the view which I have just outlined, he will be faced, 
as I have been, with a decision as to the method of bringing about the needed 
increase. The proposals which have been made by Mr. Anderson, and which will 
be presented for your consideration, are only a step in the right direction. They 
ure modest in size, primarily because we do not yet have any accurate idea of 
the size of the contemplated increase in the military requirements. 

Certainly the increase which Mr. Anderson proposed can hardly be considered 
too large, nor will it conceivably make aluminum a glut on the market in the years 
ahead. It seems far more probable to me that our aluminum supply will remain 
a continuing problem so long as we have international tensions, and that this 
Nation will be called upon to make a regular reassessment of its position with 
respect to this vital metal at frequent intervals in the years ahead. I think it 
most likely, in fact, that within the next few months a more accurate idea of 
future military needs will necessarily require additional expansion of capacity 
in this field beyond the modest proposals which Mr. Anderson has presented. 

There are three potential sources of increased supply available to the United 
States which must be considered. These are: 

First, increasing the capacity of the so-called Big Three, Alcoa, Reynolds, and 
Kaiser, and possibly the fourth producer who has recently entered the field, 
Anaconda ; 

Second, encouraging new people to enter the field of aluminum production; 
and 

Third, an arrangement with Alcoa to enlarge their exports to us. 

Mr. Anderson's proposal combines the last two alternatives. 

As I stated, I have not reached a firm conclusion in my own mind as to the 
proper course to be followed, but I would like very briefly to indicate some of 
the considerations which seem to me to be of importance as a preliminary to 
Mr. Anderson’s more detailed analysis. 

In the first place, I think that it would be difficult to quarrel with that portion 
of Mr. Anderson’s proposal which is designed to encourage new concerns to 
enter the field. The restricted competitive situation in aluminum has fre- 
quently been the subject of criticism by the Department of Justice and is con- 
sidered harmful by a large body of so-called independent aluminum fabricators. 
The Big Three have already had very substantial Government assistance in 
accomplishing a large expansion of their pre-Korea facilities, and certainly have 
no cause for complaint if other concerns now enter the business with appro- 
priate assistance. The results of increased competition in this field will 
certainly be healthy for the economy, and beneficial to our over-all mobilization 
objectives. It will be my recommendation to my successor that he proceed on 
this part of the program as soon as possible. 

A more difficult question is presented as to whether the remaining expansion 
which is presently thought desirable should be obtained through the medium 
of a Canadian contract or by arrangements for expanding the capacity of the 
Big Three. The advantages of the latter alternative are obvious. It does not 
require much argument to establish the proposition that, other things being 
equal, reliance on domestic sources of supply is preferable to any other arrange- 
ment. 

However, there are certainly weighty considerations supporting the proposed 
Canadian arrangement, as Mr. Anderson has pointed out. I should like to take 
this opportunity to read a letter on the subject from Secretary Sawyer who 
has felt strongly that we should make an arrangement with Canada for a 
portion of her aluminum production ever since the outbreak of the Korean war. 

In addition to the basie policy of integrating American and Canadian mobili- 
zation resources referred to by Secretary Sawyer, there are two other reasons 
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favoring the Canadian proposal. In the first place, as I have pointed out, the 
Justice Department does not favor additional expansion by the Big Three, in 
view of the domestic monopoly problem so posed. Further expansion by these 
concerns which already dominate the domestic supply, is thought by the 
Department to be an unhealthy development for the American aluminum 
consuler. 

Second, many independent fabricators have urged us to make an arrange- 
ment with Canada which will insure a supply of metal for American fabrica- 
tors, independent of the Big Three who own their own fabricating facilities. 
This is the position taken by the House of Representatives’ Subcommittee on 
the Study of Monopoly Power of the Committee on the Judiciary. 

Finally, the arrangement proposed by Mr. Anderson would assure the avail- 
ability to this Nation of a substantial portion of the production of the Canadian 
facilities at a time when it will in all probability be creatly needed. It may very 
well be that a substantial part of this production will come to the United States 
in any event, but it may also be that a major portion of it will be diverted to 
Euopean and other markets. The making of such an agreement may well be 
thought to be justified in order to tie down this very important source of supply 
for the benefit of American consumers and, more importantly, the American 
mobilization program, including the growing stockpile requirements. 

These are the opposing consideration with which we are now confronted, and 
on which we seek the advice of this committee. Legal authority, and ample 
funds to carry out the proposal made by Mr. Anderson, are available. 

If my successor in the future should decide that a greater expansion is needed 
than the one now proposed by Mr. Anderson, we may require congressional 
approval through the appropriation of additional funds, as I advised this commit- 
tee in my testimony of March 21. The present proposal, however, does not require 
congressional approval, since the legal authority needed has already been dele- 
vated by the Congress and the President, and the funds have been made available. 
1 can assure this committee, however, that if you desire to make a recomenda- 
tion it will not only be welcomed but it will be given the most serious consider- 
ation before any decision is made on this vitally important national problem. 


Mr. FieiscuMann. I might say that I think that any disagreement 
between Senator Fulbright and myself is very minor. 

I am not only very happy to appear here and have this hearing, 
but I think it will be very useful. I have discussed it with Mr. Fowler 
and if as the result of these hearings this committee simply indicates 
that it is going to make a present report on this subject, no decision will 
be made either by me or Mr. Fowler until the committee has reported. 
So the matter can be most thoroughly considered by this committee, 
and there is not any pressure, so far as we are concerned. 

The Cuatrman. I think the committee is pleased to know that. 

On the main point of having this meeting today, called at the re- 
quest of Senator Fulbright and Congressman Brown, when I had 
this very other important meeting to which I have to go later, we did 
it for the purpose of reserving judgment and action until the commit- 
tee could fully study the matter. It is certainly the better part of 
wisdom on your Part to have it studied and appreciated. 

Mr. Frerscumann. I did want to decide this before I left, because 
I have been living with it, but in view of the feeling of Senator Ful- 
bright that it ought to be considered by this committee, I have talked 
to Mr. Fowler about it, and there is no pressure on the thing and the 
committee can consider it full. And if it decides it wants to make a 
report, all it has to do is to let us know. 

The Cuarrman. You say “fully.” I would like to get some idea of 
how long that will be ¢ 

Mr. Fietscumann. There is no time limit. 

Let me make one other point clear. We have no agreement or com- 
mitment with Canada of any kind. We have not negotiated even the 
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kind of agreement that Mr. Anderson thinks would be advisable. 
So that there is not any time limit. 

The offer which they made to us has expired, and so there is no out- 
standing commitment or agreement or even negotiation of any kind. 
Therefore, there is no terribly urgent time pressure. 

The time factor was by the fact that I wanted to try to decide it 
before I left, if I could, because I have been working on it. I cannot 
do that as far as I can see now. Therefore, there is no great time 
pressure. 

The Cuatmrmman. As I understand, there is no great rush ? 

Mr. FieiscuMann. No, sir. 

The Cuairman. Will 2 or 3 weeks be all right ¢ 

Mr. FietscuMann. Yes, sir, that will be all right. 

Mr. Fowrer. That is satisfactory to me. 

Senator Funtsrient. That was one of the main objectives of the 
hearing. With that understanding, I fee] very much relieved. 

The Cuarrman. As I understand, within 2 or 3 weeks the committee 
will make a report and notify Mr. Fowler as to what they think. Is 
that correct ? 

Senator Futsrient. Yes. 

I wonder, while we are on that point, if we could not go into one or 
two other matters. There are one or two preliminary questions that 
I would like to have answered to understand as to the procedure. 

Do you consider that your office, Mr. Fleischmann, has the authority 
to commit the Government to such a contract if you W ish to do so, or 
does it require the participation and approval of other people in 
Government / 

Mr. Fieiscumann. I donot. Our office does not physically sign the 
papers. That is done by Mr. Larson’s office. However, it is my inter- 
pretation of the authority of the Defense Production Administration, 
incorporated in letters from Mr. Wilson and otherwise, that I have 
the authority, so long as I am in oflice, to make that determination. 

Senator Funrsricur. Would that be equivalent to what we some- 
times call a letter of intent, that the Government is bound when you 
sign it, even though it has not been signed by Mr. Larson? 

Mr: Freiscumann. No, it would not be done in that way. My 
thinking of the right way to do it would be to request Mr. Larson to 
participate with Mr. Anderson in negotiations. 

Senator Futsriegutr. Does Mr. Larson, in your view, have any dis- 
cretion as to whether he must follow your recommendation, or can 
he object to it, if he does not approve of it ? 

Mr. Fixiscumann. Well, he, of course can object. I have in my 
own judgment the decision. Of course, we still have the Office of 
Defense Mobilization, and he has a right, obviously, as anybody else, to 
bring matters up there, if they do not agree with my decision. 

Senator Fuusrienr. Is this authority that you are acting under 
contained in the Defense Production Act of 1951? 

Mr. FLeriscuMann. Yes, sir. 

Senator Fursricur. Tam not clear about that authority. You made 
the distinction before that you considered the former contract one that 
you did not have the authority, that you would require congressional 
approval, but on this one you do have. Just how do you make that 
distinction? That is one thing that confuses me. 
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Mr. Fietiscumann. The original proposal that was made by Canada 
was so large that there were not funds available. I would have had 
to go to Congress to get the money. 

Senator Futsricntr. How much funds do you have available now 
to commit to this contract ? 

Mr. FLeiscuMann. Something over $500,000,000, Mr. Kendall tells 
me. 

Senator Fuisrient. That is under that authority of $2,100,000,000 
that was in the act. of which $500,000,000 is uncommitted ¢ 

Mr. Fietscumann. I believe so, sir. 

Senator Funtsricur. You feel that you can commit up to $132,000,000 
which would not perhaps be expended until as late as 1958 ? 

Mr. FietscumMann. That is our interpretation. I have relied on 
the advice of my counsel who is here, on that point, Senator Fulbright. 
I have not extensively examined it personally, but Mr. Kendall has 
given me that opinion. You might like a statement from him on the 
record. 

Senator Fursriciur. I would lke to request your office and your 
attorney to prepare a statement for the record in precise language 
as to just exactly what this authority is and how much and what is 
the nature of it. 

Mr. FLeEIscuUMANN. We will do that. 

Mr. Kenpatzi. We will be happy to do that. 

(The information referred to follows:) 

DEFENSE PRODUCTION ADMINISTRATION 
OFFICE OF ADMINISTRATOR, 
Washinaton, 25. May 28. 1952 
Hon. Burnet R. MAYrank 
Chairman, Joint Committce on Defense Production, 
United States Senate, Washington 25, D.C 
Dear Mr. CoarrMaAn: This is in response to Senator Fulbright'’s request at the 
hearing Monday morning that I file with the committee a note on the legal! au- 
thority of the Government to enter into a contract with the Aluminum Co, of 


Canada making aluminum available to the United States Government or to the 
United States market 

The basic authority f a contract of this nature is title IIT, Expansion of 
Productive Capacity and Supply, of the Defense Production Act of 1950, as 


umended. Section 303 of the act provides that “To assist in carrying out the 
objectives of this act, the President may make provision for purchases of or com 
mitments to purchase metals, minerals, and other materials, for Government 
use or resale.’ The same section further provides that “purchases and com- 
mitments to purchase and sales may be made without regard to the 
imitations of existing law, for such quantities, and on such terms and condi- 
tions, including advance payments, and for such periods, but not extending 


beyond June 30, 1962, as the President deems necessary.” Section 504 of the 
act provides, in part, that “any department, agency, officer, or corporation 
itilized pursuant to this section is authorized, subject to the approval of the 


resident to borrow from the Treasury of the United States such sums of money 
as may be necessary to carry out its functions under sections 502 and 303: Pro- 
vided, That the amount borrowed under the provisions of this section by all 
such borrowers shall not exceed an aggregate of $2,100,000,000 outstanding at 
any one time.” 

An agreement between the Government of the United States and the Aluminum 
Co. of Canada obligating the company to offer aluminum in specified quantities 
to United States purchasers, including the Government of the United States, 
in consideration of an agreement by the Government of the United States to 
purchase aluminum in specified quantities, all on terms and conditions appro- 
priate to the purposes of the Defense Production Act and otherwise lawful, 
would, in my opinion, be clearly within the letter and intent of the provisions 
of the act quoted in the preceding paragraph. 
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Questions which the committee had concerning the responsibility and au- 
thority within the executive branch for making such a contract as is under 
discussion were, I believe, completely and correctly answered by Mr. Larson, 
Administrator of the Defense Materials Procurement Agency, in his oral testi- 
mony. In brief, the development of a program fer expanding aluminum 
capacity or supply is the responsibility of Mr. Anderson, Deputy Administrator 
of the Defense Production Administration. Negotiation of the terms and 
conditions of an expansion contract in the field of aluminum, certification of 
the defense necessity of such a contract and the allocation of borrowing au- 
thority to finance it are likewise DPA responsibilities. Authority and re- 
sponsibility for making and executing the contract itself, by which the United 
States is legally bound, is vested in Mr. Larson. As Mr. Larson pointed out, 
in the event of disagreement between DMPA and DPA a final determination 
of the issue is made by the Director of the Office of Defense Mobilization. 

Senator Fulbright stated that he found confusing the references to stock- 
piling in Mr. Anderson's presentation of the proposal for increasing aluminum 
supply from Canada. Stockpiling is done pursuant to the act of July 23, 1946, 
and stockpile goals are determined under that act by the Munitions Board in 
consultation with the Secretary of the Interior. Procurement for the stock- 
pile is accomplished by the General Services Administration, headed by Mr. 
Larson. Developing those facts, Senator Fulbright suggested that if additional 
availability of Canadian aluminum was needed for the stockpile it was inap- 
propriate and possibly illegal to accomplish the increased availability under 
the Defense Production Act. 

The declaration of policy in the Defense Production Act describes the 
purpose of the act as the development and maintenance of whatever military 
and economic strength is found necessary to oppose acts of aggression and 
promote peace by insuring respect for world law and the peaceful settle- 
ment of differences among nations. That purpose requires, as the declaration 
of policy states, the expansion of productive facilities beyond the levels needed 
to meet civilian demand. Title III, from which I have quoted above, provides 
the major authority by which the President may accomplish the necessary ex- 
pansion of supply to carry out the basic purpose of the act. The test by 
which needed expansion must be determined is the comparison of supply and 
requirements. 

The determination of supply and requirements, a task assigned by the 
President to the Defense Production Administration, necessitates the con- 
sideration of all possible sources of supply and of foreseeable requirements 
both military and civilian. One of many essential requirements for metals, 
minerals, and other materials is the national stockpile, and a determination 
for or against the need of expansion in supply made without regard to the 
stockpile demand would no more be justified than would such a determination 
made without regard to other direct military usage or war-supported needs. 
Material for the stockpile will be purchased by General Services Administra- 
tion, just as brass shell cases will be purchased by the military and tungsten 
bearing cutting tools will be purchased by industry, but increasing the supply 
of copper, tungsten, aluminum, and other strategic materials for all such uses 
is provided for under the Defense Production Act. The development of a new 
weapon using large quantities of cobalt or the discovery of a new industrial 
process requiring large quantities of benzine or the determination of an increased 
stockpile goal in aluminum, any of these has the same proper and lawful 
effect on the need for expansion of productive capacity and supply under the 
Defense Production Act. 

If there is any other connection in which I can be of assistance to the Com 
mittee please call upon me. 

Sincerely, 
CHARLES H. KENDALI, 
General Ceunsel. 


Mr. FietscumMann. In view of the short time that the chairman 
has, I wonder if you would not rather proceed to hear Mr. Anderson, 
who is going to outline the subject. 

The Cuarrman. I am going to have to go back to the Armed Serv- 
ices Committee in a few minutes, because of the windup of the 
military appropriations bill this morning. They asked me to please 
come back. I told them that I would. I have explained that because 
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I am so glad to know that this is not going to be rushed. I am going 
to read the testimony very carefully and you may proceed in your 
own way. 

I will turn the meeting over to Congressman Brown. 

Vice Chairman Brown. Mr. Fleischmann stated that he was not 
going to make a report soon. Why could we not meet Thursday 
morning instead of this afternoon ¢ 

Senator Futsriecut. So far I am concerned, with the assurance 
we have had, I am not disposed to want to inconvenience anybody. 
I was very anxious that the Secretary of the Interior, who after all 
has very serious obligations under his contracts for power for the 
production of aluminum all over the country, has a great interest 
in this matter, and I did not want to speak for him, but it is my 
distinct impression that he does not approve this contract, therefore 
I did not want the hearings ended without his testimony. That was 
my only point. So if the committee wishes to go over until Thurs- 
day, that is all right with me. 

The Cuarrman. I would like to say that the same thing has occurred 
in the independent offices appropriations bill, where there is quite 
some additional money for the TVA, that is, the question of addi- 
tional steam plants for the TVA. The testimony has been that all 
of the TVA power is used in the aluminum industry in Alabama 
and Tennessee. That has been the testimony before the Independent 
Offices Committee. And one reason for the requests for the steam 
plants is aluminum. That will be a factor in this thing too. 

Mr. FietscomMann. I wonder if I could ask this much of the com- 
mittee, if you are going over until Thursday, as you know I am 
nearly done here, and if I could justify this statement or summarize 
it very briefly, then if the committee wants to question me, all right. 
I do not know the details of this. I doubt if I can be very instruc- 
tive. Then you could start, if you wanted to, on Thursday, with 
Mr. Anderson and the rest. I am trying to get everything I can 
wound up, and if you could hear me for five minutes, it would be 
appreciated. 

The Cuarmman. The Banking and Currency Committee of the 
House has hearings, too. 

Mr. Patman, Let us listen to Mr. Fleischmann. He wants to get 
away. 

The Cuamman. We will hear him. And when we recess today, 
we will recess until 10:30 Thursday morning. We will inform the 
Secretary of the Interior to that effect, and ask him to be here at 
10: 30 on Thursday morning. 

Go ahead. 

Mr. FietscuMann. The first and most important proposition is 
that there has been no contract or commitment made. There does 
not exist any silent understanding. There are no negotiations even 
current between this Government and Canada. 

We have reached the conclusion, however, and Mr. Anderson will 
give you the reasons, that there should be some additional supply of 
aluminum made available to the United States. That decision I 
have made. Of course, it is not binding on my successor, but I feel 
strongly that we should have more aluminum available. 

We failed twice in that respect and I do not think we should fail a 
third time. 
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So far as I am concerned, the question boiled down is as to the best 
way to get it. 

There were three general ways that you might get it. 

One was by further expansion of the existing producers, the so- 
called big three, and the newcomer, Anaconda. That was one way 
that it could be gotten. 

A second way was by bringing in through financial inducements, 
tax amortization and the like, some new independents. Some of 
them have expressed some desire to get into the business. 

And the third way was the Canadian group. 

It seemed fairly clear to me that it made some sense to offer tax 
amortization or that kind of inducement to new domestic independent 
producers. That I did feel I was ready to decide. 

As between, however, the Canadian deal and further expansion for 
the big three I was in considerable doubt. And, frankly, I still am 
as to the proper course to be followed. 

Mr. Anderson who went through this whole thing in World War II 
and has again taken on this task for us reached the conclusion that 
the Canadian deal made a great deal of sense, and he will explain 
those reasons. 

Generally speaking, they are that independent fabricators in this 
country prefer a Canadian source of supply, but all of those reasons 
he will develop. 

My only point that I wish to make here is that I do feel from hav- 
ing seen the figures that a further aluminum supply, the world situa- 
tion being what it is, is desirable, but I do think it desirable that a few 
new independents be offered comparable terms to those that the big 
three have had, if they want to come into the business, and then we 
would greatly appreciate the view of this committee as to whether or 
not, for the balance of the expansion, the Canadian deal or further 
expansion by the big three makes the most sense. 

I do not know the details, but Mr. Anderson does, and he will pre- 
sent them on Thursday. 

The Cuarrman. Can you not do it today? 

Mr. Fieiscumann. I thought you did not want it today ? 

The CHarrMAN. We want to go ahead until 12: 30, if we can. 

Mr. FietscuMann. That is about all I have to say in my statement. 
If there are any particular questions directed to me, I will try to 
answer them. 

The Cuairman. Are there any questions / 

Senator Futsricut. I have some questions. I think the question 
is as to whether or not we need more aluminum for the stockpile? I 
assume that is what you are talking about? 

Mr. FieiscuMann. Yes. 

Senator Futsrieut. This proposed contract does not add anything 
to the immediate supply. It only comes into effect in 1955, 1s that 
not true ¢ 

Mr. FietscuMann. I believe that is correct, sir. 

Senator Funertenr. It would be 1955 to 1958. I believe that is the 
time period contemplated which involves, we will say, our stockpile 
policy. I did not know that that had been to the point where there 
had been any change in the existing stockpile policy. Is that correct ¢ 

Mr. FieiscuMann. If by that you mean there has not been a deter- 
mination of the authorized stockpile goal—— 

Senator Futsrient. Yes. 
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Mr. FuetscuMann. That has not been done. 

Senator Futericur. It has not been done / 

Mr. FieiscHMANN. No, sir. 

Senator Fu_srient. The statement by Mr. Anderson the other day 
was verv difficult to follow. On the one hand he said that we did not 
have sufficient knowledge of what the requirements would be, some 
thing to that effect. We wjll go into that further with Mr. Anderson 
when he is onthestand. However, he thought there might develop this 
situation. He had several criteria. One is the annual increase of 
5 percent a vear and various other factors which would justify this 
inerease In metal for stockpiling. 

Well now, many of those generalizations [ do not disagree with, 
but what I particularly question is the method by which this is 
arrived at under a contingent contract with Canada which does not 
require the Canadians to put anything into the stockpile, but it leaves 
us in the position that if there is a weak market we must buy, if a 
strong market they sell it in the open market wherever they can. 

I am unable to see how that really achieves the purpose that you 
have in mina. 

Mr. Fieiscumann. I agree with you, if that was the proposed cor 
tract, but we have not negotiated any contract and we, certainly, would 
ask for that term. 

Senator It LBRIGHT. That is the proposal as outlined in) Mr. Ande 
sons statement. 

Mr. FLeiscHMANN. Well, whatever it is there has been no contract 
negotiated, believe me. there has not been. Certainly, if my sue 
cessor decided to take the Canadian contract, atte: vetting the report 
of this committee, I could not agree with you more than that term 
must be in there. 

Senator Futsricur. You referred to Mr. Anderson's handling of 
the Canadian aluminum business. I recall fairly clearly as to the 
nature of this. And this seems like a repetition, ; 

You know we put a vreat deal of money into the development, the 
over-all development, of the Canadian aluminum industry. I have 
seen statements incluing $68,000,000 for that particular project, and 
the purchase of aluminum during that period, together with some 
funds which we have supplied England to purchase Canadian alumi 
num which runs in the neighborhood of S500,000,000. Although we 
subsidized and assisted the Canadians, we do hot have any control or 
any call upon that aluminum. 

Only last fall, in September, there was another project or proposal 
discussed with Mr. Wilson in which desired them to get 100,000 tons 


of aluminum immediately. The Canadians were insisting that if 
they gave us 100,000 tons we must give them a long-term contract 
similar to this one. That is, the purpose was to underwrite production 


Ina period which might be a period of oversupply. 

Mr. FietscHMANnNN. That was 2 years ago, was it not / 

Senator Futsriciur. | thought it was last September. 

Mr. FietscuMann. A year ago last September I believe. 

Senator Fursricur. It may have been, but that proposal has 
been kicking around. Obviously, the Canadians are looking dow} 
the years anticipat hy that there misty be a pe riod n whi hy there is 
an oversupply of aluminum, just as in 1946 and 1947 I believe there 
was. Our domestic companies had difficulty in disposing of their 
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aluminum. And I remember the Government was requested to stock- 
pile aluminum then, but would not do so. 

The Canadians would seem to be seeking an underwriting, that is, 
a guaranty that if such a period comes, they can rely on the Federal 
Government to support them. 

Frankly, I just do not see the wisdom of that. If we put our 
financing into our domestic companies we can, as you know, take all 
of the aluminum. If we put it into Canada we have no control over 
the output or to have it available for our Government in time of need. 
Just as last year or the year before, I forget which it was, when Mr. 
Wilson thought he needed 100,000 tons, without having this long- 
term contract, which was the part we objected to. 

To sum it up, I cannot see where we can come out in making such 
arrangements with the Canadians when they are not bound to give us 
the aluminum if and when we really need it. That is why I objected 
to that contract at the time. And because of part of the background, 
why I am very suspicious about this contract, if it is not for the long- 
term benefit of our Government. 

Mr. FietscuMann. Is that a question? 

Senator Futsricur. It is a comment and I wondered if you had any 
comment to make on it. 

Mr. FietscuMann. All I will say is that I have not the slightest 
interest in the Canadian benefits. The only interest that I have is 
for this country to have an adequate aluminum supply in case we get 
into a war. If the Canadian way is not the best way to do it, then 
we can do it domestically. And I would greatly appreciate the advice 
of this committee on that subject. 

Senator Futsrieur. Our advice and consideration of this has to 
be based upon the memorandum of Mr. Anderson of May 16. I 
understood that to be the outline of the proposal that he was consider- 
ing. Now you seem to say, well, that is all out of the window, that we 
would not consider making that kind of an agreement, but some 
other kind. 

Well, if there is going to be an entirely different one, I confess that 
what I have to say about this one may be quite inappropriate, but I 
thought we were justified in examining this on the basis of Mr. 
Anderson’s memorandum of May 16 which he gave to use at the meet- 
ingon Tuesday. Ihave labored overit. I regret that 1 spent so much 
time on it, if it does not mean anything. 

Mr. FietiscumMann. Well, I do not agree that it does not mean 
anything, but that is your view. 

Senator Futsricur. I have no further questions, Mr. Chairman. 

Representative Rarns. Mr. Fleischmann, I understood you to tell 
the Senator what to me was quite reassuring, that the two proposals 
which have been discussed in Mr. Anderson’s memorandum, copies 
of which you sent us, that both of them have already expired ? 

Mr. Fieiscumann. The proposal that Canada made to us has 

expired, yes, sir. 
_ Representative Ratns. And that you would not consider entering 
into an agreement with Canada that would provide, as those two 
proposals did provide, that all we could get would be the surplus, 
so to speak ? 

Mr. FLeiscomMann. Yes, sir. In my judgment we ought to have a 
call, so to speak, on their aluminum. The United States Government 
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if it goes into this kind of a deal should have the right to take a fixed 
amount of that aluminum for our stockpile. 

Representative Rains. Now, as a matter of fact, under that agree- 
ment as set out in this memorandum, if it was in surplus, and it should 
turn out that we did not want it, would we not be charged, under these 
proposed agreements which have expired, $100 a ton for it, whether we 
took it or not—is that not in this memorandum and in the proposal 
already submitted ? 

Mr. Fieiscumann. I do not know that detail. We have to take it 
or we have the alternative, as I recall it, to pay some kind of a penalty, 
if we do not take it. 

Representative Rains. If we do not take it? 

Mr. FLeiscHMANN. Yes. 

Senator Futsricur. Five cents a pound. 

Representative Rains. Five cents a pound? 

Mr. FLeiscuMann. Yes. 

Representative Rains. In other words, you say that if such contract 
were negotiated you yourself would not consider one that gave us only 
the surplus / 

Mr. FieiscumMann. That is right. 

Representative Rains. Or such amounts as Canada wanted us to 
have ¢ 

Mr. FretscumMann. That is correct. 

The CHatmrMan. Are there any further questions? 

If not, Mr. Anderson, will you come up and explain the details? 
l am now going to the Armed Services Committee meeting, and I 
shall ask the vice chairman to take charge. 

Mr. Anperson. I have a brief statement which has been placed 
before you, and it was my intention to read this statement, if that 
suits the committee. 

Vice Chairman Brown. All right, you may proceed. 


STATEMENT OF SAMUEL W. ANDERSON, DEPUTY ADMINISTRATOR 
FOR ALUMINUM, DEFENSE PRODUCTION ADMINISTRATION 


Mr. Anperson. Mr. Chairman, I am very pleased to have this op- 
portunity of testifying before the committee on the subject of alu- 
minum, which has been my principal responsibility for the last seven 
months. Since January, when the defense program assumed its pres- 
ent modified structure, 1 have been studying several vital questions 
concerning our supplies of aluminum in relation to the needs for it, 
both now and future. I propose, with your permission this morning, 
to go over these basic questions, with the help of a graphic presenta- 
tion with charts, to give you the trend of our thinking and the reasons 
for it. 

These basic questions may be summarized as follows: 

1. Is our present prospective aluminum supply adequate to cover 
the requirements of the present defense program, plus the needs of the 
increasing civilian demand, as well as the amounts of metal which 
should be added to our national stockpile or other reserves ? 

2. Is our present prospective supply adequate to cover probable 
demands of full mobilization and the undeniable portion of non- 
military requirements / 
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4. What should be our objective for an aluminum stockpile not 
only from the standpoint of the present technical definition of stock- 
pile objectives, but also from a broader protective point of view ? 

+. In examining the above questions, what is the fairest way to 
estimate the probable future requirements for non-military uses of 
aluminum ¢ 

5. What are the relative advantages and disadvantages of the var 
ious possible sources of additional supplies, if they be needed ¢ 

My own examination of these matters has led me to the conclusion 
that in spiteof the large expansion now going forward in our capacity 
to produce aluminum in the United States, we should arrange for some 
further supplies of metal for reasons which I will endeavor to point 
out with the help of charts. In late February, I, therefore, suggested 
for debate a further expansion in our aluminum supplies of about 
300,000 tons per year and that the source of this additional metal might 
well be about equally divided between increased imports from Canada 
and a further expansion, preferably by new producers, if such could 
he found, in the United States. At the same time, I suggested that 
the Nation’s interest would be greatly served if we could over the next 
few years accumulate in an orderly manner a very large stockpile 
of aluminum metal against the possibility of a future crisis or war. 
This tentative proposal has been extensively debated in a good many 
quarters. Those who have participated and given us the benefit 
of their opinions came not only from the aluminum business, but 
from a wide segment of American industry and Government. This 
debate has been very helpful indeed in crystalizing the issues. 

As a result of it, I have submitted to the Administrator of the 
Defense Production Administration, for his decision, a considerably 
modified plan of about one-half the original magnitude. That is to 
sav, IL have now recommended to him that we take a more moderate step 
at present, consisting of arrangements to enlarge imports from Canada 
by about 75,000 tons per year ultimately, and seek additional produe- 
tion in this country from independent producers, if they can be found 
on terms acceptable to the Government, for a further 75,000 tons 
capacity. This modification has been suggested, in large measure, 
because our present knowledge of the requirements for aluminum 
for all-out mobilization are still incomplete, although there is, as 
vou will doubtless hear from the representatives of the Munitions 
Board, an indication that the needs are proving to be larger than 
had been heretofore supposed and, therefore, that the stockpile objec- 
tive may ultimately be greatly enlarged from its present goal. Thus, 
we think that if Tay be necessary to reexamine this whole question 
again when our knowledge of these questions is more complete. 

[ should like to defer cdiseussion of the first four of the points which 
I have made for a few moments, as I would like to explain them by 
means of charts, and touch now on the final pomt, on the assumption 
that some further moderate amounts of metal should be arranged 
for at this time. I understand that vou are this morning chiefly 
ted in the relative advantages and disadvantages of the several 


inter 
ble sources from which this enlarged supply might be obtained. 


possi 
There are obviously three of such sources. 

The first would be to authorize a further expansion on the part of 
the three present producers of metal and on the part of the hewcomer, 
Anaconda. The second possible source might be the new independent 
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producers of metal in the United States, if willing candidates can 
be found, capable of going into the business. Finally, increased 
exports from Canada represent the third possible source. I have 
recommended to the Administrator that we do not authorize a further 
expansion in the capacity of the existing primary metal producers, 
for the reasons which he has pointed out. There is certainly little 
doubt that all of them could In one Way or another carry out such 
expansions as we might suggest, with their usual skill and « ‘competence. 
Two of them have made specific suggestions of ways in which this 
could be accomplished One of the suggestions by Aleoa contem 
plates a large and expensive development in Alaska, utilizing by 
clive rsion British Columbia and Yukon Territory waters for the 
production of che: ap hydroelectric power. Aleoa’s suggestions for 
airs ance in this project are moderate and fair. I have no doubt 
that in the end either Alcoa or someone else will eventually carry 
out this very attractive project, which has many technical reasons 
to recommend it, provided the Canadian and Provincial authorities 
agree to It. 

I have recommended, however, that even in this instance, the 
Alaskan project be placed in a deferred category, as well as the other 
suggestions of the present produce rs. 

This leads us to an examination of the two other possible sources. 
In order fully to appreciate the factors having a bearing on produce 
tion of aluminum in the United States, it is necessary to examine 
some of the fundamentals of the business. Fora long time the custom 
ary price of virgin aluminum pig and ingot has been relatively low 
in relation to the cost of producing it and especially in relation to 
the amount of « ‘apiti al required to erect facilities for the production 
of aluminum metal, for the production of the required alumina, 
for the mining of bauxite and, in required cases, for the production 
of the necessary large quantities of electric power. Like all other 
costs, these have risen substantially in the last few years. At today’s 
prices, the capital required to produce say 50,000 tons of aluminum 
metal and the necessary alumina, even if bauxite and power are 
purchased from others, would run to $45,000,000 to $50,000,000, de 
pending upon many variables. If a thermal power plant must be 
provided, not less than $20,000,000 to $25,000,000 would have to be 


added to the investment. ‘The amortization of these large capital 
costs either on an accelerated basis or otherwise, represents a large 
segment of the cost of producing aluminum metal. Accordingly, 


the profit-making possibilities and the ability to retire such a large 
investment are relatively unattractive to private capital when pro 
duction stops with the manufacture of aluminum pig or mgot. li 
the past, as Mr. Larson will doubtless testify, efforts to interest 
private capital in entering the production of aluminum pig or ingot 


have failed. in large measure because of this fact In ovr pres nt 
investigation, we are finding the same difficulty. It is thus fair to 


say. as a generalization, that apart from the existing producers whe 
are also fabricators, the only people possessecl of the necessary large 
resources of private capit: al who appear to have any interest what 
ever in entering the aluminum business, are those who either can nov 
or in the near future themselves fabricate the metal which they 
produce. As an example, the only newcomer In the field, Anaco dla. 
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with its partner, Harvey Machine Co., has entered the aluminum 
business because of their ability to fabricate the metal. 

I do not mean to suggest, of course, that the entry into the aluminum 
business of new producers who will fabricate their own metal is not 
constructive. It represents, in my opinion, an entirely legitimate 
and proper ambition on the part of energetic and resourceful business 
people who are attracted by the growing uses of aluminum and who 
are judging the opportunities of the business realistically in rela- 
tion to their investment and their risk. The largest part of the profit 
possibilities in the aluminum business lie, of course, in the fabrication 
of the metal into the many useful shapes and forms suitable for 
consumers. Since, however, our primary problem both now and in 
any possible future crisis lies, as near as we can judge, in a shortage 
of metal rather than a potential shortage of fabricating op vacity, 
our chief attention has been directed tward the possibilities of further 
metal supplies as such. As you know, the present expansion program 
is practically altogether an expansion of metal production as dis- 
tinguished from fabrication, with the single exception of the very 
large forging system being built with Air Force funds to serve the 
military aircraft industry. 

We are, therefore, quite discouraged about the possibility by means 
of private capital of enlarging our metal supplies as such in the 
United States for the reasons I have pointed out. It might be possible, 
however, through the use of very large amounts of Government money 
on terms not obtainable in the private market to assist in financing 
some newcomers in the metal business who do not themselves possess 
large resources. This is an alternative which we have hoped to 
avoid on the theory that Government financing of private business 
on submarginal terms is, in general, quite undesirable except under 
extreme urgency. 

The business of the Aluminum Co. of Canada, however, has been 
built on a somewhat different basis than the industry in the United 
States. It has been, in large measure, primarily a producer of alumi- 
num pig for sale to independent fabricators throughout the world, 
as well as in Canada. While it does own and is associated with a 
number of fabricating facilities in various parts of the world, other 
than in the United States, these activities do not constitute, as they 
do in the case of American companies, the principal activity of Alcan 
or its principal sources of profit. I am advised that in many in- 
stances the reason for Alcan’s participation in fabricating facilities 
in the relatively undeveloped parts of the world especially, have been 
undertaken, as they were originally in the United States, for the 
purpose of initially promoting consumption of aluminum in useful 
form. 

The Aluminum Co. of Canada which is not engaged in any way 
in the fabrication of the metal in the United States, has traditionally 
exported appreciable quantities to the United States as its second 
largest customer. The destination of its shipments of aluminum 
ingot for the year 1951 is as follows, in short tons: 
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In addition, minor amounts of fabricated products were also ex- 
ported to the United States. 

_ It appears to us that an arrangement with the Aluminum Co. of 
Canada for enlarging its exports to certain guaranteed minimum 
amounts constitutes probably about the only possibility of enlarging 
our metal supply which is not connected with fabrication and which 
does not come from the existing producers. 

Because of this fact, we invited the Aluminum Co. of Canada in 
February 1952, to present to us an offer of their own choosing, specify- 
ing what they would be prepared to undertake in this direction. This 
offer was made on February 18, 1952, and it contemplated that the 
company would increase its exports from the present and probable 
levels of about 75,000 to 100,000 tons per year, to not less than 300,000 
tons beginning in the year 1955, for a period of 5 years, provided 
the United States Government would undertake to purchase at the 
going American price up to 180,000 tons a year during that 5-year 
period, in case the company could not find buyers for that amount 
of metal. This offer was subsequently amended on its expiration 
on April 18 so that the guaranteed minimum exports would be at a 
maximum of 200,000 tons per year, terminating in 1958, with a maxi- 
mum contingent purchase agreement of 100,000 tons per year. This 
latter offer expired on May 18. The company has, however, expres- 
sed a willingness to discuss other arrangements if we wish to do so. 
These discussions have not taken place as yet and, accordingly, I 
cannot give you any conclusions as to what sort of a deal might be 
developed. 

I should like to summarize briefly the advantages I see in a mod- 
erate arrangement with the Aluminum Co. of Canada. In the first 
place, it represents a source of metal not committed to any controlled 
fabricating facilities. As such, therefore, it is attractive to the many 
hundreds, if not thousands, of independent aluminum fabricators in 
the United States who must buy virgin aluminum and who at present 
have to look, largely, for their metal to the existing producers who 
are their competitors in fabrication. Canadian metal appears at- 
tractive to them in spite of the fact that the present supply contracts 
with existing producers, executed as a part of the inducement to ex- 
pand their facilities, provide that for a period of 5 years they must 
offer to independent aluminum consumers two-thirds of the metal 
produced from the new facilities, and for 15 years thereafter one- 
fourth of the new metal. There is the additional basic argument, 
of course, that our needs in the United States, both now and for the 
future, are needs for more metal rather than for more fabricating 
capacity. 

Secondly, if we have a specific deal with the Aluminum Co. of Canada 
guaranteeing certain minimum levels of export to the United States, 
the company will no longer be free to reduce substantially its custom- 
ary exports to the United States and if and when its production falls, 
through low water conditions, strikes or other reasons. If we have 
a contract with Alean and Alean’s production falls off sharply for 
such reasons, the company would have to reduce its exports to the 
United Kingdom pari passu to the necessary reduction of exports 
to the United States. Indeed, it would unquestionably have to cut 
more deeply into its noncontractual customers elsewhere in the world, 
even before cutting on a pari passu basis exports to the United King- 
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dom and to the United States. This is a substantial additional in- 
surance to us, as contrasted with the freedom now enjoyed by the 
company to reduce its exports to the United States rather than re 
duce its exports to the United Kingdom or to its other customers, if 
its production declines. 

In the third place, while Alean states that its latest offer does not 
necessarily presently alter its plans for expansion, I am advised by 
the company that further expansion in its smelting capacity will 
probably be required, if a deal is made with the United States. If such 
an expansion takes place, the impact on the equipment industry in the 
United States will be negligible, as virtually all the necessary materials 
and equipment will be procured in Canada. 

Fourthly, additional metal supplies from Canada, as distinguished 
from the United States, will necessarily relieve our power system, now 
struggling desperately to keep up with our over-all load from this 
further impact on its resources either presently in being or for 
future construction. 

Finally, as Mr. Sawyer has pointed out in his letter to the chairman, 
Canada’s economy is so intimately related to that of the United 
States and we have by formal instrument recognized our close com 
munity of interest in defense, that a constructive arrangement between 
us with respect to aluminum which could prove of benefit to beth 
countries, appears to have everything to recommend it. 

Senator Futerienr. Do you think, under the Defense Production 
Act that you have authority to go in and deal with purely nonmilitary 
requirements, 5 or 6 years off, and that it was contemplated by the 
Congress that you had this broad authority to provide for contin 
gencies that far off which may or may not have anything to do with 
the military requirements / 

Mr. Anverson. Senator Fulbright, I think that what we are dealing 
with here is the over-all situation, into which the military require 
ments are supplemented by the nonmilitary, but defense supporting 
requirements, generally. 

It is the policy of our Government, as I understand it, to attempt 
to carry out our defense program and at the same time, to cause 
the least serious trouble and inconvenience and difficulty in the 
ivihlan economy. 

Of course, we must also take into consideration the stockpile needs 
W hich are of course n venuine military protecting measure, 

It is those three prongs of the demand-thatwe have been examining 
with the greatest care. 

Senator Futsrient. It seems to me that was certainly not in the 
minds of, at least, one member of this committee, that we were giving 
you authority to survey the situation many years in advance and 
make commitments now to take care of that. 

\s | understand the present situation in your own organization 
t feels that by January 1, 1953, there will be a free market in alumi- 
num, in other words, the immediate crisis isover. You see an adequate 
supply of aluminum the coming year, is that not correct ? 

Mr. Anperson. From our present estimation we believe that some 
me during 1953, perhaps not the first quarter, but, certainly, the 
econd or third quarter the supplies of aluminum for the civilian 
onomy will be much freer than they are today, but it. is also om 
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judgment that as those demands for the civilian economy grow and 
we are convinced that they are going to grow more or less steadily 
with the inevitable valleys and peaks, that we will not have enough 
metal to add a substantial amount to the stockpile unless we compete 
heavy ily with the civilian economy. 

Senator FuLericutr. But what seems strange to me is that this 
stockpile policy is somewhat different than your function provided 
by the defense of the country under the DPA. Particularly, 1 quoted 
vou the other day Mr. Ralph Anderson of the DPA’s Office of Program 
ind Requirements, of last Tuesday, in New York, that he anticipated a 
free market in aluminum probably by January 1 of 1955. So that 
takes full care of the present situation, | would say. 

Now you are anticipating a condition that may or may not arise 
n 1954 to 195s. 

It seems to me that goes far afield as to the purpose of the Defense 
Production Act. It might be concern for the stockpile program, 
that it would require that, but I can not help but be impressed with the 
fact that we have demonstrated that we can build aluminum facilities 
in this country withina year. We have already done it, in some of this 
expansion as you know. And there is no justification for looking 
that far ahead in making firm commitments by the Government involv- 
ing as much as $132.000.,000 of Government funds. 

That is where I question the wisdom of it. Certainly, without 
extremely thorough consideration by all of the branches of the Gov- 
ernment that are concerned. 

| understood from the meeting on Tuesday that Mr. Larson had not 
been consulted about this proposal. I do not want to speak for him 
and foreclose his views, but in private conversation 1 understood him 
to say that he is entirely dubious about it, and that is what struck 
me and raised the question in my mind that this should not be done 
over this long period without much more consideration by all agencies 
of the Government. 

That is frankly what is in my mind about it. Maybe you have 
technically the authority, but I do not quite feel that it is your duty 
to decide a question of this kind alone, that is, in your office alone. 

Mr. ANperson. It appears from your observations that the princi- 
pal area of difference of opinion between us may lie in this question 
of stockpiling. 

It has been my judgment, and I believe this is shared by a great many 
people, that the only effective way in which a stockpile of considerable 
proportions in any material can be accumulated is in a situation in 
which the demand for that material is not pressing vigorously on the 
supply of it. " 

I am no authority on all of the stockpiling activities, by any manner 
of means, but Mr. Knowles is here, and I imagine that he may be able 
to elaborate this concept considerably, but I think it has been our 
experience that we have, generally speaking, failed in our etlorts to 
get a substantial stockpile where there was not, indeed, a surplus of 
supply for a sufficient period of time, and so that the stockpile activi- 
ties could take what amounts to a surplus not needed by vigorous 

civilian economy. 

I think that is true in the case of aluminum. 

I do not believe that we will ever succeed in getting a large stock- 
pile of aluminum during those periods when the demand for the metal 
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from all possible source, including the current military program is 
generally speaking pressing against the supply. 

Our present expansion program as I can 1 you from some charts 
with which I thirk you are already familiar suggests that our present 
supplies, while they may be somewhat higher for the next few years, 
two or two or three or four, perhaps, than the likely demand, that they 
will not remain so very long and, therefore, that we will fail in any 
attempt to get a large stockpile unless we have additional supplies 
of metal from some source. 

It is that basic philosophy that has motivated my thinking in com- 
ing to the conclusion that we should move now toward a higher level 
of supply as well as my conviction that the demands for all-out war 
and the probable uses for aluminum, once a war started, if it should, 
will be so great that we will once again be very seriously embarrassed 
through a lack of the metal at that time. 

Of course, I concede that we can build, as we did in World War II. 
new aluminum plants after a war starts, but it represents a very 
severe strain on the power resources of the country, on the resources 
to manufacture electrical equipment of all kinds. And if there is 
any way in which that demand can be anticipated wisely 1 think it 
is our duty to try to do it. 

Senator Futsricur. If it can be anticipated wisely, I can agree. 
These are very difficult decisions. I was surprised when Mr. Larson, 
with whom I understood the responsibility for this stockpiling rested, 
that is, it was his office that made judgments as to the balancing of it 
as between the various metals, and so on—I was a little surprised 
that he had not been consulted, and his approval requested on this 
proposal, but I understand that is not the case? 

Mr. Anperson. It is my understanding that the Munitions Board 
has the definite management of the stockpile, rather than Mr. Larson. 

Senator Fursrienr. I think that Interior ought to play some 
part in it, because they have grave responsibilities in this field, par- 
ticularly their commitments on the electric power, which are very 
important. They are concerned about the effect of this upon the 
producers with whom they are connected. 

Mr. Anperson. We, of course, have consulted with the Defense 
Electric Power Administration at all times, including the original 
proposal, which I set forth for debate in February. 

Senator Futsriecutr. Have they approved this proposal ? 

Mr. Anperson. Mr. Fairman was consulted at the time. And at 
that time you may remember we were simply debating a proposal of 
very much larger proportions than this one. And he was asked for 
his views and his impression was, or his opinion was stated at the 
time, that he was rather glad of the opportunity of avoiding further 
power loads in the United States because of the great pressure on 
the power system now and the inability of the present power expan- 
sion program to keep on schedule and thereby catch up with the 
power demands in the United States. 

Senator Futsrient. That is something less than approval of this 
proposal, isn’t it ¢ 

Mr. Anperson. He was not specifically asked for approval, because 
at that time we were simply debating that question, as you will remem- 
ber, in the meetings that we had. 
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Senator Futsricut. The Secretary of the Interior has not approved 
this proposal, even tentatively, has he? 

Mr. Anverson. Not to my knowledge. 

Senator Futsricut. Have you ever discussed it with the Secretary 
of the Interior? 

Mr. Anpverson. No, our dealings are almost entirely with the 
Defense Electric Power Administration which has the responsibility 
for power matters. 

Vice Chairman Brown. It is my understanding that the American 
aluminum companies consume more than 10 percent of our electric 
power, is that mght 

Mr. Anperson. My guess would be about 6 pereent of the gener- 
ation, when the program is finished. 

Vice Chairman Brown. That statement I just made was made on 
pretty good authority. 

Mr. Anpverson. It may be correct. 

Vice Chairman Brown. I certainly do not want to hamper the pro- 
duction of more electric power in this country. I think your contract 
with Canada will tend to do that. You state here, a stockpile of 
21%, million tons of aluminum would cost at current prices about 900 
million which would represent an advance payment on military con- 
tracts. To build plants and that would cost the Government about 
$1,600 million for 1,250,000 tons. 

Mr. Anperson. Correct. 

Vice Chairman Brown. Well now, we built these other plants, that 
is if we do, it is my understanding that if you would guarantee the 
American companies, give them the same guaranty that Canada is 
asking for, that they will go ahead and build more plants. 

Mr. Anperson. That is unquestionably true. 

Vice Chairman Brown. All right, then, suppose we have a surplus, 
does aluminum deteriorate ¢ 

Mr. Anperson. No, it does not. 

Vice Chairman Brown. It will keep. I believe in patronizing and 
encouraging private industry. I think it ought to be the last thing 
to make contracts with Canada in view of the tact that we can produce 
enough aluminum here. And the views of every Congressman I have 
talked to, with the exception of one or two, agree that we ought to 
have more expansion here instead of making a contract at this time 
with Canada. 

Senator Bricker, do you have any questions? 

Senator Bricker. No, I have no questions. 

Representative Rarns. I have a few questions. 

It seems to me, Mr. Anderson, if what Mr. Fleischmann said a 
moment ago is correct these proposals which vou have outlined for 
debate, if they are not really to be considered we are arguing about a 
moot question, but if they are being considered, and frankly they 
must have been or else we would not be here today, there are a few 

things I would like to ask you about. 

I notice point 2 on this proposal which you sent to us makes the 
statement that we could get 114 cents below the going American price. 
Of course, the American producers would produce it, if we expanded. 
However, we would lose about 6 cents per pound in taxes while we 
gained that 114 cents per pound, would we not ? 
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Mr. Anperson. Yes, I think you will see a statement on that same 
point on page 24. I pointed out that possible offset of this. Of 
course, there are the taxes paid by the alternative American producers. 
There is no question that there would be a substantial offset. 

Representative Rais. There is no guaranty in either of these 
proposals made to us by Canada or which you set out in this memo- 
randum that the metal would go to the stockpile, is there? 

Mr. Anperson. I would like to clarify that, if I may. You have 
addressed the same question to Mr. Fleischmann. 

In the first place, I would like it perfectly clear that the two offers 
which are outlined on page 19 of the memorandum which you have 
were unilateral offers made at my request by the Aluminum Co. of 
Canada. 

At no stave while those offers were current did 1. or anyone else 
in our Government, attempt to sit down with the Canadians and 
negotiate any alternative terms or to even suggest to them what 
possible modifications of the terms which they offered we might have 
inmind. We have not done that up to now, and that has been entirely 
intentional on our part, because we wanted to get the benefit of the 
views of such people as yourselves and others and what possible 
modifications might be considered. 

We have some ideas on it, of course, but until you get into a genuine 
negotiation with a view to arriving at a deal you do not know exactly 
what kind of terms you are going to come out with. 

Representative Rains. You would not approve a contract with that 
kind of term in it that we only got the surplus for our stockpile, 
would you ¢ 

Mr. Anperson. No: I agree with what Mr. Fleischmann said, that 
in the event of negotiation that factor should certainly be worked 
out if possible. I hesitate to go into very much detail on this, having 
spent most of my life as a banker and negotiated a good many deals, 
I have a natural disinclination to advise ahead of time the person 
with whom I might conceivably be in negotiation, what my best 
terms are. And therefore I am a little reluctant to be too specific 
about It. 

Representative RAINS. The principal aluminum producer in Can- 
ada is Alcan; is that not right ¢ 

Mr. Anperson. Yes. 

Representative Ratns. How many fabricating plants do they have ? 

Mr. Anperson. They have none in the United States. They have 
four or five plants, relatively of a small size, in Canada. And they 
have interests in fabricating plants elsewhere in the world. 

Representative Rains. Is it true that about 70 percent of the needs 
of the Canadian market for fabricated products is supplied by Alcan 
and only 10 percent goes into export trade? 

Mr. Anperson. I cannot give you that answer, because I do not 
know the facts on it. I can give you some breakdown of the amount 
of fabricated material which they make, if you wish. 

Representative Rains. Going back to the proposal, it would not 
give us any aluminum in the years 1952 and 1954, would it—that is, 
from 1952 to 1954? 

Mr. Anperson. Of course we will get Canadian aluminum. 

Representative Ratns. Other than without the proposal? 

Mr. Anverson. Very little extra, if any. 
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Representative Rains. Is it true that we would be committed to 
about 450,000 tons in the years of 1954 to 1958, if it gets into a sur- 
plus position—that is the proposal made? 

Mr. Anperson. That is the proposal the Canadians made; yes. 

Representative Rains. Did you ever stop to think that at that time 
we may be needing jobs in America, and that that might be a severe 
drain on us from the standpoint of furnishing money to have jobs 
in Canada, but none in America? 

Mr. Anperson. I would like to point this out to you in that con- 
nection. As you probably know, the existing big three here have what 
we call supply contracts under which all of the metal produced by 
the new facilities that are now being built can be sold to the United 
States Government on demand of those companies. 

With respect to certain of the contracts there is a cancellation 
provision when one-half of the metal has been delivered. What that 
means in essence Is that between now and 1958 there is a home. at least. 
a final home for every pound of metal which the present Big Three 
producers will make, because they could put it to the Government if 
they cannot use it or sell it. 

As a consequence, there is practically speaking an insurance that 
our aluminum metal industry between now and about the middle of 
1958 will or can operate at full capacity and sell what it is producing. 

If the Canadian deal as suggested were accepted that would ter- 
minate at about the same time that the contracts with the domestic 
producers would terminate. So that beginning in 1958, approxi- 
mately, everyone would then be free and have no contracts, but during 
the period up to approximately the middle or the end of 1958 every 
body would have the same variety of “put,” to the extent that it were 
exercised by the producers. 

So I do not think there is a real chance that the American industry 
will vo dow n by virtue of the acceptance of that Canadian deal because 
of the existence of the American supply contracts, 

Representative Rains. I am sure all of us have great affection for 
our neighbors to the north, but here is one thing that troubles me a 
little. 

In Canada they have fe) years of budget surplus, al d I am sure you 
know what our condition is. The Canadian dollar is at a premium 
over the United States dollar, for the first time. Yet they are not 
stockpiling aluminum. 

Can you give us any comment on that? 

Mr. ANDI rson. Yes: I would like to make two observations about 
that. 

The first one isa general consideration with respect to the Canadian 
Government’s position. Bear in mind that Canada is a very large 
producer and exporter of aluminum. It is a rather smal] consumer 
of aluminum. That sort of a situation would make it, in my Judg- 
ment, very difficult indeed, as it would here in our country, to propose 
and have accepted a stockpile of aluminum. 

For example, if the United States were a large exporter, that is, 
producer and exporter of some material which is required for war 
it is very difficult under those circumstances for the Munitions Board 
to make a case for stockpiling that material. And exactly the same 
situation exists in Canada. 
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Of course, in a sense from their own national point of view they 
are hardly in a position to justify a stockpile of their own, because 
of this large export trade. 

Representative Rarns. Let me ask a question there. In the export 
trade do they export it after it is fabricated ? 

Mr. Anperson. No; very largely in the form of metal pig. There 
is some export of fabricated material, but it is not very hn 

Representatice Rarys. That statement does not fit in exactly with 
the information I have. As I see it here they fabricate 70 percent 
and only export 10 percent. 

Mr. Anperson. Here are the official figures from the recently issued 
prospectus in connection with some financing for the year 1951. The 
total production of aluminum in ingot form was 379,000 tons, short 
tons. And in semifabricated form, 64,000 short tons. So that you 
can see it is a very small part of the total. 

In connection with their exports, their total production of all kinds 
for the year 1951 was 443,900 tons, of which Canada herself used 
86,000 tons and exported 358,000 tons, approximately. 

Representative Rains. I was reading the wrong one. Let me ask 
you this question, what funds from our Government is Canada now 
receiving in aid of the aluminum development of Canada? 

Mr. Anprerson. None whatever. 

Senator Futsrienr. If you will yield? 

Representative Rarns. Yes. 

Senator Fu.srienr. Is there not an appropriation, an authorization 
contained for aluminum to Canada ? 

Mr. Anperson. My understanding is that there is not, or that it 
is not contemplated that MSA funds will be used for the importation 
of aluminum from Canada, but I am speaking now from memory. 

Representative Rains. I think it is 78 million—I think that is 
correct. 

Mr. Anperson. I am frankly unable to answer the question. I 
know that that used to be part of the program, but my understanding 
was that the current program did not include financing of aluminum 
from Canada, but I may be mistaken. 

(Subsequent investigation has developed the following facts:) 

ECA, the predecessor of MSA, had authorized for the 24% years ending Feb- 
ruary 1, 1952, procurement by the participating European countries, princi- 
pally the United Kingdom, of $120.3 million of aluminum from Canada. Less 
than $1 million was authorized from July 1, 1951, to February 1, 1952. In 
February 1952 under a new United Kingdom assistance program, MSA author- 
ized the financing with MSA funds of $44.8 million of Canadian aluminum, 
substantially all for the United Kingdom. 

Representative Rarns. Mr. Anderson, where does Canada get its 
bauxite ? 

Mr. Anperson. From British Guiana and from Jamaica. 

Representative Rats. Where do we get ours? 

Mr. Anperson. We get ours from Surinam, Dutch Guiana, in 
large measure, and from Jamaica as well. We have also other mis- 
cellaneous sources. 

Representative Rarns. What percentage of the domestic supply 
do we have? 

Mr. Anverson. Our own domestic bauxite-is about a third of our 
total consumption, roughly. 
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Representative Rarns. In the event of trouble would Canada be 
in a good position to get the bauxite from South America, in as good 
a position as we would be—would they be in as good a position? 

Mr. Anverson. That is a difficult question to hazard a guess on. 
I do not think there would be a great deal of difference. We both 
draw from Jamaica and from the north coast of South America. 
It is a question of the shipping lanes, the protection of them. In 
the last war there was no difference in availability. Both of us lost 
bauxite boats to the submarines. 

Representative Rarns. Getting down to brass tacks, the real ques- 
tion here, if we all agree that we need a stockpile, is whether or not 
we should enter into some kind of a contract with Canada or whether 
we should develop our own plants here and the industry in this 
country—that is what the real issue is. 

Mr. ANperson. That is certainly the basic question. As Mr. 
Fleischmann said, there are two possible sources of new production 
here in the United States. One is to further enlarge the Big Three. 

Representative Rains. I notice that of the amount of aluminum 
which you say we should have, you want to develop about one-half 
in this country and one-half in Canada. Why not develop all of it 
in Canada if you think well of the idea? 

Mr. Anpverson. It would seem to us better at this point, if we can 
succeed in drawing into the industry one, or possibly two or three 
additional new producers in the United States that this would be a 
good opportunity to do it, if it can be done, and therefore I suggested 
that we approximately split the proposed 150,000 in half—half in this 
country and half there. 

Representative Rains. The basis for your memoranda is strictly 
on a hard-headed business proposition, is it not’ It has nothing to 
do with trying to build any further good will between us and our 
neighbors to the north, has it ¢ 

Mr. Anperson. No; it is purely designed to get us what I think we 
need, which is additional aluminum under circumstances which appear 
to me to be quite attractive. 

Representative Rains. Are you convinced an arrangement could be 
made whereby. we could get it cheaper than we could develop it here ¢ 

Mr. Anverson. Cheaper in production costs, do you mean ¢ 

Representative Rains. Cheaper all the way. 

Mr. Anperson. Or in price / 

Representative Ratns. The delivery price, including the production 
costs. 

Mr. Anperson. No, I do not believe that we can expect to get Cana- 
dian aluminum offered in this market at lower than the domestic 
price. I think all laws of economics would work against that. 

Vice Chairman Brown. It cost a little more during World War IT, 
is that not right? That is the Canadian aluminum in World War IT? 

Mr. Anperson. Than it did in World War II? I would have to go 
back and check the figures. I think during the early stages of the 
war the price was higher than it is now, but I am not sure of my ground 
on that. 

Representative Rarns. Most of us here, I am quite sure, are strong 
supporters of the foreign-aid program of one kind or another, but 
we and the American people, and I think I can speak the sentiments 
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of my colleagues in the House, have grown a little bit weary of this 
business of building up industry in other countries—certainly when 
we need it and can use it here. So when you talk about tying this 
Government up into a contract that will go to 1958 I am of the opinion 
that a great many people are going to disagree with you, if we can 
build it up without antennal cost here in our own country. 

Mr. Anperson. There is no question about it, that the Big Three 
can do this. 

Representative Rains. I do not like a monopoly, and I have no 
interests about any of the Big Three, because none of them are in my 
district and I have no concern about that, but is really the idea back 
of this proposal an effort to break up what we call a monopoly and 
to spread it out—is that the idea / 

Mr. Anperson. No; I do not think it is fair to say that the real 
basis of that is that, but Iam sure you are aware of the fact that there 
is a very widespread view, I suppose the Justice Department being 
the principal proponent, that the concentration in the aluminum busi- 
ness is very great. There are three producers and now finally a 
fourth one, which is quite small in the beginning, and there is a very 
distinct preference on the part of the Justice Department, and in that 
I must confess I share that view, that it would be a wise thing in the 
end if we had one or two, or perhaps even more producers in the 
United States than just these four. 

Representative Rains. What we are doing here in Canada, in Alean, 
is to have a total monopoly, is that not true ¢ 

Mr. Anperson. That is the only producer in Canada. 

Representative Rarns. And with this contract we would be turning 
to a total monopoly in another country and giving assistance to them, 
would we not ? 

Mr. Anprerson. The question of giving assistance, I regard this as 
a favorable deal from our standpoint. They are suggesting that. 

Representative Rarns. It is favorable if we could not get it any place 
else, I will agree with that, but if we can, do you still think it is 
favorable ? 

Mr. Anperson. As I say, my inclinations in going further at this 
point in the production of aluminum in the United States would be 
to try to go outside the Big Three. And we propose to do that, as 
you can see, to the extent of about 75,000 tons, if we can get producers 
who will go into the business on terms that we can accept. And I 
think perhaps we can, for a modest amount, sir. 

You must recognize the fact that the business of producing alu- 
minum metal is not a very profitable business in the United States 
and therefore the opportunity to retire the very large capital that 
may be required is not very good unless the producer is also in the 
fabricating business. That has been one of the great difficulties in 
trying to induce newcomers to come into this business. 

It was difficult during the last expansion where attempts were made 
to do that. And in my own discussion with various people who are 
interested it is still rather difficult. 

Representative Ratns. I have a statement which was prepared by 
a member of our staff, that I would like to include in the record. 

Vice Chairman Brown. That may be done. 

(The statement referred to follows :) 
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1. The Alcan offer of a revised aluminum contract with the United States 
ealling for sale to consumers in the United States of 1,110,000 short tons 
during the years 1952-58 would give the United States little, if any, additional 
aluminum during the period of short supply. 

(a) Guaranteed deliveries in 1952, 1953, and 1954 would amount to only 
810,000 tons for the period which is 29,600 tons less than the total the company 
shipped to the United States in the years 1949, 1950, and 1951. Figures by 
years are as follows: 
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(6) Since Alean sales to United States in period 1952-54 would be 29,600 
tons less than imports ictually received in 1940-51. what reason is there to 
believe any of the 1952-54 imports could be added to our stockpile particularly 
in view of the fact that the 19/!2-54 period relatively will be a period of in- 
creased demand with tight supply conditions’ 

(c) Industrial customers in the United States have existing contracts with 
Alean calling for delivery of 146,600 tons in the years 1952, 1953, and 1954 so 
that the maximum the Government contract would assure in these years over 
what is already under private contract is only 163,400 tons. Figures are as 
follows: 


(dq) If Alcan can contract as above for deliveries of 310,000 tons in the years 
1952-54 it must be assumed production will be available. If it is available, it 
logical to assume that the United States dollar market would be an attractive 
market for it. 

~. The proposed April contract would not cause Alcan to increase productive 
capacity The February offer of the company calling for 300,000 tons per year 
in the years 1955-58 called for in the April offer. However, the February offer 
was conditioned on ability of the company to obtain additional financing to ex- 
pand productive capacity at an estimated cost of $100,000,000. There is no such 
condition attached to the April offer. The SEC prospectus of Alcan, issued in 
connection with its recent sale of $90 million of debentures, indicates capacity 
at its new British Columbia plant could be increased 183,000 tons per year at 
about half the cost per ton of capacity of the initial development. Initial de- 
velopment costs at this plant amount to $2,275 per ton of capacity. Half of 
this would be $31,136.50 per ton of added capacity. A 100,000-ton-per-year in- 
crease in capacity at $1,136.50 per ton would total $113,650,000, which compares 
with the $100,000,000 financing which Alean indicated would be necessary to 
assure the 100,000 tons delivery per year of the proposed February contract 
over the amounts called for per year in the April contract. 

3. Alcan in 1951 undertook a general expansion program expected to be com- 
pleted in 1954 at a cost now estimated at $350,000,000, of which $128,000,000 had 
been expended to February 29, 1952. With previous financing and the May 21, 
1952, sale of $90,000,000 debentures in the American market, the company antici 
pates the balance of this expansion program can be financed from retained 
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earnings and provisions for depreciation, depletion, and amortization, including 
depreciation in respect of facilities under construction and accelerated deprecia- 
tion. Hence, irrespective of whether or not there is a United States contract, 
substantially all if not all of the expansion necessary to meet the deliveries of 
the proposed April contract is well underway, has been financed, and will be 
brought into existence. Company ingot production in 1951 was 443,900 short 
tons. Capacity in 1955 is estimated at 600,000 tons. 

4. Approximately 72 percent of assured deliveries under the proposed April 
Government contract would only be available after current expansion programs 
both in the United States and Canada are bringing in production in the years 
1955-58. This contrasts with the 52.4 percent which private United States 
consumers will take on forward sales contracts in the years 1955-58 under their 
contracts for the period 1952-58. The figures are as follows: 


a Deliveries, I — — Deliveries, 
Year Rees wrivate Year , peepee private 
Crovernment Government 

contract contracts contract contracts 

Short tons Short tons Short tons Short tons 
1952 80, 000 38, 400 1957 200, 000 30, 700 
1953 90, 000 42, 100 1958 a 200, 000 10, 404 
1954 140, 000 58, 100 
1055 200, 000 63, 900 Total... 1, 110, 000 308, 200 
1956 200, 000 56, 600 


5. Under the proposed April contract, the United States Government would be 
obligated to purchase 50,000 tons in 1954 and 100,000 tons in each of the years 
1955-58 or a total of 450,000 tons if commercial buyers in the United States 
cannot be found for these amounts. This amounts to a guaranteed market 
for 450,000 tons for the company after expansion of productive facilities have 
been achieved in both the United States and Canada and after military demands 
have decreased. If the company believes it is desirable to have such a guar- 
anteed market for its own protection, anticipating that aluminum might be in 
# surplus position, it can only be assumed that the company would be most 
happy to sell this aluminum to the United States in those years even though 
no contract was entered into at this time. 

6. The proposed contract calls for a penalty clause of 5 cents a pound for 
aluminum not taken under the 450,000 ton United States contingent purchase 
agreement. That amounts to $100 per ton or $45,000,000 on the total tonnage. 
The penalty of 5 cents a pound amounts to 30 percent of the May 16 price of 
1S cents per pound for aluminum in New York, less duty of 1% cents per pound 
This appears excessive. In World War II, the United States Government con 
tracted for purchase of 650,000 tons of aluminum from Alcan with a penalty 
clause of only 1 cent per pound. 

7. There appears to be little merit in this proposal from the standpoint of the 
United States. It would not give us aluminum in the period of short supply 
It will not bring into existence any increase in productive capacity. It would 
obligate the Government to buy up to 450,000 tons (about $148,500,000 at current 
prices less duty) if aluminum is in surplus supply in the years 1954-58 

Vice Chairman Brown. How long would it take to build an alu- 
minum plant in this country ? 

Mr. Anprerson. It has been done in less than a year under pressure. 

Vice Chairman Brown. I understand that during World War II 
we advanced the Canadian Government $68,500,000, and England 
did the same thing. Can they produce aluminum cheaper than we 
can In Canada ? 

Mr. Anperson. The impression is quite general that the Canadians’ 
production cost, by virtue of their favorable power rates, is probably 
less than ours. ‘That may not be the case with every single plant in 
the United States, but as a broad average, I think it is lower than 
Ours. 

Vice Chairman Brown. Are they contemplating building an alu- 
minum plant in British Columbia ? 


ravtavteat _ 
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Mr. Anperson. Yes, they are doing so. 

Vice Chairman Brown. Is it under way ? 

Mr. Anperson. Yes; it is. 

Vice Chairman Brown. I cannot understand why the American 
people will not want to go into the building of plants to produce alu- 
minum just like Canada. I believe they will. If we make them 
the same proposition that we make the Canadian Government, they 
will. If you undertake to give these people here who produce and 
others who would produce, the same guaranty for 4 years, I believe 
that we can get abundant aluminum in this country. 

Mr. ANDERSON. You are referring to new producers? 

Vice Chairman Brown. Yes. 

Mr. Anperson. My experience has been that it is not easy for new 
private capital to go into the aluminum metal business, apart from 
the aluminum fabricating business. What we need is new aluminum 
metal facilities as contrasted with new fabricating facilities. The 
country is reasonably well-supplied with fabricating facilities, but 
we have a real shortage of metal, if there is any shortage at all. 

To go into the metal business for 50,000 tons per year costs about 
$45 million to $50 million for the metal plant and the alumina facil 
ities. If a power plant has to be added, and it is a thermal plant, 
that will add $25,000,000 or $30,000,000 to the investment. So there 
you have an investment of something like $75,000,000, including 
the power. 

It is a very unattractive type of business, if you are going to stop 
there with the metal, because the amount of profit that it is possible 
to make at 18 cents or anything like that per ton, the current price, 
is hardly enough to retire your investment at the rate which generally 
speaking is available in other businesses. 

Vice Chairman Brown. How about asking the three companies 
toexpand? What is the objection to that ? 

Mr. Anperson. They will do that without any question—do it 
skillfully and do it well. 

Vice Chairman Brown. So long as as we have three companies and 
we have a law against monopoly, I would not be frightened about 
that, would you? 

Mr. Anpzerson. Well, as I say, my inclination is that if we can get 
a responsible addition or additions to the industry, all right. We 
may hot succeed. 

Viee Chairman Brown. We have people here with large sums, who 
are worth a lot of money just the same as they do have in Canada, 
do we not? 

Mr. Anprerson. You are referring now to the Big Three, I take it. 

Vice Chairman Brown. That is right. 

Mr. Anprerson. Yes, there is no question about that. Certainly, 
all of them can proceed with this. 

Vice Chairman Brown. I think that if you shop around and make 
them the same terms that you make to Canada or give them the same 
guaranty that vou will get them. 

Mr. Anperson. We have, as vou probably know, issued a public 
In Itation, so to speak, to put American businessmen on notice that if 
they are interested in the aluminum business we would be very glad 
to hear from them. As a consequence of that press announcement, 





990 DEFENSE PRODUCTION ACT 


which was made on the 14th of April, a number of potential, interested 
parties have come in and discussed the matter in general principle 
with me. 

Vice Chairman Brown. I do not want the Big Three to run the 
little fellow out, if that is A at you have in mind, understand. I do 
not think that they can, because we have laws against monopoly. 

Representative Rarns. Let me ask one question for information. 
You stated that it was difficult to get the money with which to build 
these plants making only raw aluminum. As a matter of fact, the 
Canadian expansion, the bonds with which they expect to build, are 
being offered and expect to be sold to American investors, are they not ? 

Mr. ANperson. Yes. 

Representative Rarns. Would not the American investors go into 
an American e nterprise just the same as into a Canadian enterprise! 

Mr. Anpverson. There is no question about the ability of the largest 
company here, Aleoa, to finance on equally good terms, as Alcan 
can. But new ones coming into that business are willing to commit 
$75,000,000 to $100,000,000 in the manufacture of aluminum metal 
as such are few and far between. 

Senator Futsrient. With this kind of a contract, Mr. Anderson, 
certainly its execution would not encourage American producers to 
vet into this field. would it this kind of a contract ? 

Mr. Anperson. You mean with the existence of a Canadian 
contract ¢ 

Senator Futsrieut. Yes, I mean the guaranty to take their alumi- 
num in a weak market, that would certainly be a factor that would 
not encourage new producers in this country or even old ones to 
expand, would it ? 

Mr. Anperson. I assume that may be correct. 

Senator Fursrtienr. Mr. Chairman, since this question of mo- 
nopoly has come up I think the impression may be left that there is 
something in this contract favorable to the breaking up of the so- 
called monopoly which ] do not think exists in this country. Only 
10 years ago we had one company at that time. It was a matter 
of great concern. But now we have three. 

Il have here a short excerpt from Judge Knox’s decision, who was 
the judge on that great Aluminum case, and I quote from it. He says, 
referring to Alcoa: 

Its competitive position constitutes a potential limitation on the growth 
and stability of both Reynolds and Kaiser 

Thus, Limited enjoys a commanding position in markets abroad, and is pos- 
sessed of the ability to undertake sizable commitments within the United States. 

The status of Aluminum, Ltd., assumes augmented importance because in 
that company resides a competitive potential of a magnitude greater than 
that which might feasibly be generated within the United States. 

The competition of Limited in the domestic market May prove so severe as to 
diminish the prospects not only of Alcoa, but also of Reynolds and Kaiser. 


In such event, the competitive situation may be found to be impaired rather 
than improved, 


The fact is that the power of Aluminum, Ltd., as an individual 
company is probably greater Sen any one of our single American 
companies, is it not ¢ 

Mr. Anperson. I do not think it is as large. Obviously, it is not 
as large as Alcoa. 
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Senator Fursrienr. It is approximately as large, is it not—it 
£46.000 tons, is it not ¢ 

Mr. Anperson. Yes. Aleoa’s position would be, when this expan- 
sion is finished, about ¢ 65,000 tons, approximately, 

Senator Funsricur. I notice in the report of the House Judiciary 
Subcommittee of March 6, 1951. a rather ifiteresting statement on this 
subject. It says: 


is 


lurthermore, Alcan es and operates in a world of trade be nd the United 
States antitrust laws and often unfriendly to the United States piilosophy of 
competition Alean ry ! was the leacer of the Eu opean ( e! 
Alth h no long i ‘ é Alcan is subject to influence in world markets 
bat restra Ss tra 


If there is any element which we did not consider of anv it . 


but if there is such an element, I think that it would be against 


vy UCL a 
ontract, rather than u favor of it. 

Mr. Annrerson. It not regarded, Senator Fulbright. as such by 
the Indep ndent fab itors in the United States whom we have con- 
sulted rather tres ly. It m olt be appropriate at th point f I xe uC 
you some excerpts Tt tte wl ich we nave rec ved 1 Om a iver 
ol the independent Pap} { rs who must rl ive their Lium um trom 
whatever sources are ava lable to them. 

Nel ator Furprient I ¢] k the ame l oht be i ibout ( ( S- 
print industry You are familian th the price of new print which 
ha gone up with a ec ple of vears. (){ ourse, since that is ft ie source 
ot upply I do not kn What a newspaper can do which has to buy 


that newsprint. They rul sh us about SU percent of our 
They take advantage of that situatio) 
Mr. ANverson. | am not familiar with the facts. sir. in 
May I read a few ex erpt of some staten ts thet I have that 
were made 


\ e ¢ urman 1 N You in insert them the 1 rd att S 
Ont. 
Mr. Anprerson, J cy I will put them in the record at this 
Senator Funes lam familiar wit them. 
' 
Vice Chairman Bi N. You can insert the entire stat the 
! ord 
Phe tLatenn t rete i te ti lh ) 
() tion. Do we posed ¢ ' } 
( I No. 1. § ‘ la is a frie \ I \ se d ! ems 
pay el our ve be ! greement entered into by r Government 
\ j } ? i! +} pT ] ; cs of 
\ we d prot t t uture Just as 1 ich as if ve were ) I er 
I our o' domes } ad ion \W believe n creel shi d e 
ered into with the pul ise the 300,000 short tons per vear which they 
ra offered us thro h the years 1955-59, and should seriously co sider a Con- 
ract for a larger a unt if tl Canadians feel that by additional expansions 
they eculd and \ ould be willing to g've us more 
Company No. 2. I consider Canada not as a foreign producer, but simply as 
ne of the four suppliers We have had many dealings 1 the ‘ y 
mplete satisfaction. They are really a part of o economy, and of our 
hemisphere defense, and should be considered in that light They should not 
Ie iven any more favorable terms than domestic suppliers, nor should they be 
discriminated against They certainly should not be frozer it of our plans 
ton 


he other hand, Canada as a nation should carry its own 


share of the 
stockpile 


VU7T9 »*? No 19 
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Company No. 3. Speaking for myself, and for the many companies with whom 
I have talked. I know and feel that the consummation of a contract with Canada 
based upon their proposal would be one of the most desirable things that could 
happen for our great country. I trust that appropriate action will take place. 

Company No. 4. We favor purchasing from Canada, on a spot or short 
term delivery basis, any aluminum that Canada can offer that is needed for the 
stockpile for defense purposes or for the civilian economy, but we do not favor 
a long-term arrangement, such ‘as suggested, and particularly the contingency 
features of such contract, which provides that if the Canadian Alum num Co, 
cannot sell the tonnage that they allot to the United States to consumers, 
the Government wil! guarantee to buy 180,000 tons. 

Company No. 5. We believe that the Canadian producer should be encouraged 
to expand by negotiating for importation of a minimum of 300,000 tons per 
year, and that the stockpile acquire that portion which is not taken by fabri- 
ecators: or the entire amount in the event that it is necessary to accumulate the 
stockpi‘e more rapidly. 

Company No. 6. It is our position that the boundary line between the United 
States and Canada, as far as the aluminum industry is concerned, should be 
abolished and their capacity be regarded as part of our capacity. That means 
support by us for your proposal to work out some sort of a contract between 
the Canadian Government, the United States Government, and the Aluminum 
Co. of Canada to assure further expansion of Canadian virgin production, and 
assure fabricators in the United States that such production will be made 
avaiable to them. 

Company No. 7. The largest, most natural and cheapest source of aluminum 
in North America is Canada, which is not limited by competing power demands, 
or gas reserves, and is a vital part of our defense system. Alcan is now 
increasing its aluminum output without United States aid. This expansion 
will be in the best interest of our economy and ovr defense. Additional ex- 
pansion will also be in the best interest of the United States 

If the Government after due consideration of all the problems, believes that 
a sufficient stockpile cannot be accumulated without additional expansion, it 
seems to me that the logical source for new production is Alcan. 

In the event that the Government feels that the present expansion program 
will yield an insufficient military stockpile while supplying a free civilian 
econom”™, it should sign an equitable contract with Canada. 

Company No. 8. We are in favor of the United States Government entering 
into a eentract with the Aluminum Co. of Canada, along the lines indicated 
in the documents accompanying your letter. ' 

The Canadians are unalterably linked, not only with the economy, but with 
the defense problems of the United States. The Aluminum Co. of Canada, being 
primarily a producer of pig and ingot, offers considerable insurance, not only 
in times of emergency, but in normal peacetimes, to the large and ever-increasing 
group of independent fabricators in the United States. 

Senator Fu.seicnt. I would like to read from a report of the House 
Judiciary Subcommittee. They have made a study of it. There is 
just one sentence that I would like to read which indicates somewhat 
their conclusion: 

Therefore, further expansion of Alcan in United States markets can hardly 
be regarded as a healthy gain for competition. 

That is from page 32 of the subcommittee’s report. 

Representative Rats. What subcommittee was that? 

Senator Fu.sricnt. It is an excerpt from the report of March 6 of 
the House Judiciary Subcommittee on the study of monopoly power. 
And it isa very clear statement on that subject. 

Before we get too far afield about this contract, what puzzles me is 
that I gathered that Mr. Fleischmann has disavowed the contract 
proposal which you recommended in your statement given to us on 
Tuesday. 

Mr. Anperson. May I clarify my understanding of that? 

Senator Futsrieut. I would like very much to have it clarified, 
because otherwise we are fumbling in the dark. 
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Let me preliminarily say this. On page 26 of your memorandum 
which was given to us on Tuesday, which I understood was a formu- 
lation of your ideas, you say this— 

In the light of these considerations I recommend that we proceed at this 
time to discuss with the Aluminum Co. of Canada a contract somewhat along 
the lines of their last offer- 
which is the contract we are considering. 

Mr. Anperson. That is correct. And I did recommend that we 
proceed to discuss it. As I have said before, this offer by the Alumi- 
num Co. of Canada has never reached the negotiation stage. I have 
never advised them in any respect whether the terms which they sug- 
gested were terms which we would be likely to wish to accept. . 

They made the offer without promptings, except that I said we 
would like to have an offer. 

Mr. Fleischmann has said this morning, and I agree, that if in such 
negotiation we proceed to discuss—if in such negotiation it appears 
that we can arrange for a call, as well as a put on X amount of 
metal, that X is also part of the amount of the negotiation, then 
we certainly should do so. He has taken the view that he would not 
approve a contract unless that was in it. 

Senator Funsricnr. What bothers me is that I understood his 
initial statement to be that he would give this committee an oppor- 
tunity to make a report. That report must relate to something. If 
we make a report as to this proposal as you have outlined it, that is 
not satisfactory. That would mean nothing about a different pro- 
posal, any more than Mr. Fleischmann’s commitment here that he 
would not proceed with the then proposal, one of the many, one that 
is in existence at that time, without congressional approval, but by 
changing the terms of the proposal that. he feels free to proceed with- 
out congressional approval. I want to sort of get an understanding 
as to what is our relationship. You feel that if you change that 
provision in it then you are free to go ahead and that our disapproval 
of this existing contract would have no application to some new and 
different contract ? 

Mr. Anprrson. Of course, you continue to use the word “contract.” 
It is an offer that the Canadians have made to us. 

Senator FutsricHr. A proposed contract, I suppose? 

Mr. Anperson. Not even a proposed contract. It is really an offer. 

I am in this dilemma in asense. You are suggesting that what this 
committee should address itself to is, in effect, a proposed negotiated 
contract. I have not reached that point, nor had I expected to reach 
that point until the question of principle had been settled finally as 
to whether we should get or make an arrangement with Canada for 
enlarging its exports to the United States under the best terms that 
we could negotiate from them. I do not know what those best terms 
will be. It is impossible to discover what they will be without going 
into a negotiation. 

Senator Futsricut. What I am interested in is where does it leave 
us# 1 donot want to go through a long hearing and do a futile thing. 
Let us assume that we have a hearing and that the committee decides 
that the proposal discussed in your memorandum is not satisfactory. 
From what has been said I am afraid that you will then have the 
feeling it is quite all right to go along with another one. 
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Will we have an opportunity to review whatever the proposal is? 
That is what Iam trying to get at. And, particularly, I think that it is 
of :uch importance that Mr. Larson’s organization has some hand 
in it. And I speak of the Interior, because I know that the Interior 
has an understanding, probably, at least in my area about a problem 
confronting the Aluminum Co. I think this committee ought to be 
advised of what is the proposal that you propose to accept. I do 
not know where [ am getting with this constant change of the proposal. 

ir. ANperson. I had supposed and I tried to make it clear at all 
stuges in this debate which has been going on now since the end of 


io ry that the Aluminum Co. of Canada had made certain offers 

tous. ‘Those offers were under consideration, but not under negotia- 

t That is still the fact. The offers have expired and, therefore, 
‘ no olfer outstanding. 


( Che following was later received with reference to the above :) 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington, Vay 8, 195?. 
lion, B er R. MAYBANK, 
} n, Joint Committee on Defense Prod iction, 
Congress of the United States, Wasilrington, D. C. 

Dear M CHAIRMAN: During the course of the hearings on the subject of 
aluminum before your committee on Monday, May 26, Senator Fulbright said 
that he was at a disadvantage in passing Judgment on an arrangement with the 
Aluminum Co. of Canada under which the latter would undertake to enlarge its 
exports to the United States, unless he knew in some detail the precise terms of 


any contracts with the company. I pointed out to Senator Fulbright that Alcan 
had made tw nilateral offers at my request, each contemplating a minimum 
level of offers of aluminum to commercial customers in the United States coupled 
with certain contingent commitments by the United States Government to pur- 
hase up to certain amounts of metal if it could not be sold to commercial cus- 
te I hese offers have both expired, but at no time have we negotiated 
" the representatives of Alean any possible alternative terms which 
we eht regard as more favorable to the United States. We handled the matter 
n this way because we were attempting to stimulate a widespread debate on 
the ierits of a such arrangement in principle and to secure the benefit of 
ce and opinion as to the basis on which any arrangement should be reached, 
wossible. Senator Fulbright found himself, therefore, in the dilemma of not 
ue set of terms except those offered by the Canadians, since 

! or << f terrus had been advanced as a possible alternat ve 
WV had, ot urse, hoped that the matter could be resolved as a question of 
ny nie. with the understanding that the executive branch would endeavor to 
Wool it final terms with Alcan on a basis most favorable to the United States. 
‘7 st : s to be the normal procedure and much to be preferred as negotiat- 

| 

lloweve in iew of Senator Fulbright’s interest in studying the details of 
any possible counterproposal which we might have in mind presenting to the 
esentati f Alcan at the start of any genuine negotiations with them, I 
e Monday, formulated specific suggestions of the terms which | think 


we should request as an alternative. I should like to present them to you and 
et the benefit of the judgment of the members of the committee with respect 





i 
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The following table will be useful in describing these proposals 


Short ¢ 
MI 
{ eed ‘ M x 
Us 
Cak ‘ } 
Te T 
195 s 4 { 0 
195 0). OO 0 
1954 
19 “x 
] l n ( 
105 ( 
1058 , 
t 2 Z iu ue 
\ be 
t} 
The figures shown in the second column would represent the contingent lia 
bility of the United States to purchas I al during the years in question on 
demand by Alean if Al cannot sell the metal to commercial buyers This 


commitment is consistent with but on a lower basis than the most recent offer of 


Alcan 


The third column represents a proposed ‘* l’ to be given to the United States 
Government for stockp | poses The decision by the United State Gov 
erninent as to eas appli e vear would be made say on Ap 1, prior to the 
beginning of the year, as to how much metal, if any, to call for delivery to the 
stockpil n the following vear If the Government exercised one-h t or 
more of its call privilege in a given year, this would eliminate the right of 
Alcan to “put” metal to the United States Government under the underwriting 
provisions summarized in « umn 2 if all of the call were exercised in any 
year, Alean would be fir wund to deliver the amount called in addition, 
of course, to any col e! les contracts which it proposed to service during 
that year In substance s pla would permit Alcan to entet 
forward contracts w ( mercial buyers in the United States up to from 
75.000 to 125.000 tons p e% and then, depending upon action by the United 
States Government, be re the beginning ot any ear. eithe te lier ol L spot 
basis any metal tha United States Government did not elect to ca nto 
its st kpile, or f the United States Government elected to ca ess tha om 
half of its call privileges deliver the balance to the stockpile under s con 
tingent privilege, as out ed in column 2 

The advantage to the | ted States under this arrangement would be the 
acquisition of a valuable right to acquire for the years 1954-58 up to 400,000 
tons of meta! by commit g itself to accept, on the election of Alcan, i 
than 200,000 tons This represents a relative siuall contingent commitment 
on the part of the United States in order to get a valuable privilege w h 
might well prove of gre importance to the accumulation of a large strategic 
SLOCK pile as presently col emplated by the Munitions Board 

I shall not attempt ! his letter, to outline possible alternative terms for 


possible contract 
On Tuesday, May 27, 1 discussed my counterproposal in a geDeral sense, with 


representatives of the Aluminum Co. of Canada I have since been advised 


some of the less important spects of any 


by them that while the time is too short to attempt to negotiate out precise 
details, the company would be prepared within this general framework, to open 
hergot tions in the me » ‘ 

I need hardly call } { nithe to the fact that the terms which I hay sug 
gested represent a contingent commitment on the part of the United States of 
far lesse Magnituade n relation to the amounts of met involved than has 
been afforded to the Bi Three in connection with their current expansion and 


that the possible amounts of metal for stockpile purposes, therefore, in rela 
tion to the commitment, are much more favorable to the United States 
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Mr. Fleischmann and I understand that the committee desires to write a 
report on the general subject of further expansion in the aluminum industry 
with particular reference to the proposed Canadian arrangements. If the 
committee should be disposed to look with disfavor on any arrangements, even 
those suggested in this letter, with the Aluminum Co. of Canada, we very much 
hope that the committee will express its views as to appropriate policies alterna- 
tive to those which we have suggested. 

As I pointed out during the hearing on Monday, we believe that without the 
commitment of large amounts of Government funds, it seems to us rather unlikely 
that any considerable expansion, even the suggested 75,000 tons, will be obtain- 
able in the United States from interests not thoroughly committed to captive 
fabrication. We do not regard expansian by present or prospective aluminum 
fabricators as necessarily undesirable, but since our principal problem is further 
sources of metal, we would prefer expansion without fabricating commitments. 
This will be very difficult to obtain because of the large capital involved and the 
relative unattractiveness of the aluminum metal business as an independent 
enterprise not involved in fabrication. 

We also expressed the view that in light of the attitude of the Department 
of Justice, as well as others in the Government, the Big Three should not be 
further expanded at this point. It may easily be, however, that if arrange- 
ments are not to be made for additional Canadian metal, we will be frustrated 
in securing the further metal from American sources without turning to the 
Big Three. 

As you are aware from the testimony and memoranda submitted to your 
committee, Alcoa has requested authorization to proceed with the large and 
expensive Taiya project in Alaska, involving the use by diversion, of water 
under the control of the Province of British Columbia and the Yukon Territory. 
I am attaching hereto a copy of a letter of May 14 outlining Alcoa’s suggestions 
in this connection. (See p. 1091.) This appears to us to be an eminently fair 
and moderate proposal insofar as Government assistance is concerned. There 
is no question of Alcoa’s competence to carry out the project as outlined. 
Its value to Alaska is certainly substantial. To nroceed with this project, 
however, would mean disregarding the views of the Department of Justice 
and others with respect to questions as to the size of Alcoa in relation to 
the total industry and would, of course, require successful negotiations with 
the Dominion, Provincial and Territorial authorities for the water. 

We have presently no idea as to whether or not negotiations with the 
Canadian authorities with respect to the water would be successful either 
under the circumstances of an arrangement with Alcan or in the absence of it. 

We very much desire the opinion of the committee as to whether or not, if 
it expresses an unfavorable judgment on the proposed Canadian arrangement 
such as I have outlined, we should proceed irrespective of the antitrust question, 
to endeavor to work out the attractive Taiya project. Presumably you may 
wish to call for the views of the Department of Justice in this connection. 

The size of the Taiya project is such that were we to proceed with it, it 
might be wiser to defer any Governmental assistance to independents in the 
United States until a later date when the possibility of addition aluminum 
expansion might be up for consideration. The committee’s views on this question, 
as well, would be most useful to us. 

It should also be borne in mind that both Reynolds and Kaiser have suggested 
possible expansions in their own facilities which, because of the size of Taira, 
micht be considered unnecessary, and would probably, in any event, require 
100 per cent supply contracts like the existing ones, 85 per cent tax amortization 
and perhaps loans or loan guaranties as well. The judgment of the committee 
on this question, as well, would be most appreciated. 

I respectfully request that you introduce this letter outlining the developments 
since Monday, as a part of the record. I would also much appreciate the 
opportunity of discussing it with the committee following the testimony of 
Secretary Chapman on Thursday the 29th. I have sent a copy of this letter 
to Secretary Chapman so that he may know of this matter. 

Sincerely yours, 
SAMUEL W. ANDERSON 
Deputy Administrator for Aluminum. 


Senator Futsrient. Contracts and proposals are of a similar nature 
and have been kicked around here for a long time. A somewhat 
similar proposal was made back in the days when Mr. Symington was 
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Security Resources Board head. As I understand, they were turned 
down. It was a somewhat similar proposal that I discussed with Mr. 
Wilson. That was turned down. 

This thing seems to recur in a little different form about every so 
often, every few months. That has disturbed me a little bit. 

Mr. Anverson. I am not familiar with the proposal that you dis- 
cussed with Mr. Wilson. I do know in general terms about the offer 
which the Aluminum Co. of Canada made to Mr. Symington in Sep- 
tember of 1950. 

Senator Fu.srientr. That is the one that Mr. Fleischmann referred 
to. Now that we have thought about it I am quite confident that 
the discussion I had with Mr. Wilson was along about September 
of 1951, and it was coupled with an offer of an immediate supply of 
100,000 tons. That was the sort of bait which would make more 
palatable this long-term contract by which we would underwrite 
their possible excess production over a long period. And at that 
time it did not appea!| to me any more than this one does. 

The pressure for the 100,000 tons apparently has evaporated and 
been taken care of by the domestic production, but still this proposal 
for underwriting them in a weak period recurs in various forms. 

This is a statement that makes me, also, concerned about it. I 
think it ought to go on the record. On April 24 at the annual stock- 
holders’ meeting of the Alcan Co., Mr. Davis who, I think, is the 
president, had this to say: 

As we view the future there is likely to be dislocation and even d flficult 
periods of oversupply when defense demands diminish in the face of rapidly ex- 
panding ingot-producing facilities, but the past and probable future relationship 
of aluminum to materials, together with the extensive highly developed fabri- 
cating capacity and industrialized markets and development potential of other 
areas, should create over the year a healthy demand for the existing planned 
ingot-producing facilities. 

That, certainly, arouses in my mind the thought that they antici- 
pated a period of oversupply and they would like for the United 
States Government to carry them over that period. If they have it, it 
will, of course, affect ours, too, will it not? It will be a world-wide 
oversupply especially, so that what it amounts to, relative to your 
comment, is the Federal Government insuring the purchase of domes- 
tic supplies. It only means that it would increase to that extent the 
burden on the Federal Government, they being in the position not only 
having to underwrite our own, but the Canadians during that slack 
period. 

Mr. Anperson. To the extent that that contract was a factor. Of 
course, I too think in all probability over the next few years there will 
be hills and valleys in the demand for aluminum as well as a great 
many other things. It is too much to expect that will not happen. 
It is in periods of that kind where the demand is slack and where you 
have excess supply of aluminum where I think our real opportunity 
exists to get a stockpile. And in my estimation there will not be a 
sufficiently good opportunity with our present supply to permit us 
to get the kind of stockpile that I rather think we will end up wanting. 

Senator Futiericur. But I do not follow your logic. This pro- 
posal does not call for an increase in production in Canadian alumi- 
num. They are already undertaking that. If in this period there 
is a weak demand or over-supply occurs their metal would be avail- 
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able. It will come in just as it is now. We can purchase it then, 
if we then feel it is necessary, but if that happens to be a little larger 
than you expect, we can get all we need from our clomestic producers. 

Mr. Anperson. That is a question of definition of that phrase 
that you use, all that we need. Mr. Knowles will tell you of the 
present thinking of the Defense Department with respect to defense 
stockpile as well as the all-out mobilization. 

It is my opinion that, based on anything that I have been able to 
estimate, that our present production of aluminum and the outlook, 
iis | see 1, discounting the hills and valleys over a period of years 
is such that we will not succeed in getting an adequate stockpile 
from our present plants. That addresses itself to the general pro 
position of the need for additional aluminum which does not select 
where it comes from. 

So far as the Canadian metal is concerned I think you will have 
to appreciate this fact. In the absence of any guaranty by the 
Canadians to offer not less than so much metal by years over a period 
of time, the Canadian compan) is, of course, completely free to re 
duce its exports to the United States, since it has a firm contract with 
the United Kingdom, and to favor other markets than this market, 
if they choose. It is perfectly proper and correct for them to make 
business judgments of that kind. 

Senator Futrrient. As they have done during the last few years. 

Mr. Anprrson. As they have done from time to time. As they 
get a shortage in their water supply or a strike or for some other 
reason their production falls, if there is no arrangement with the 
United States, they are at liberty to cut off exports to this market 
to whatever degree they choose in their own interest. If, however, 
we have arrangement such as I have suggested then the supplies of 
Canadian metal to the United States would become on an equal basis 
with the contract which the company has with the United Kingdom. 
And it would. therefore, be essential for them in fulfilling that con 
tract. if thev have a fall in production, to reduce to the United States 
only to the extent that they equally reduced exports to the United 
Kingdom. And in fact, it would put great pressure on them to 
reduce their exports to other markets, rather than to the United 
Kingdom. In other words, it is nailing down a source of metal which 
today occupies, shall I say, a Junior position in relation to the other 
demands on the Canadian company. 

Senator Fuutsricutr. Take the Materials-Conference which we have 
been involved in. Mr. Fleischmann was here defending it the other 
day against the proposal to really abolish it which was made in a 
proposed amendment to the Defense Production Act. That argu- 
ment does not have much validity, because if there is a real shortage 
our policy up to the present has been to share with the other countries. 
If there is that much of a shortage. We have done that in copper and 
with some of the other materials on a voluntary basis. We have 
agreed that we cannot hog it all. So if you have such a shortage, 
if that particular eventuality should develop we would be taking it 
from Canada and then having to turn around and parcel it out to 
people without the material. We cannot expect to sit here, if there 
is a real shortage and hog it all. We have to turn around and give 
it away as we have already. I think that is probably necessary and 
a sound policy, because in this defense program it is an over-all 
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program. It is not just us. I do not see that that is an argument 
in favor of it, whereas I can see the big argument against it. because 
we have to underwrite the Canadian company which is quite able 
to take care of itself. 

If I thought they would fold up I might be in favor of it. It is 
one of the strongest companies in the world financially, is it not ? 

Mr. Anperson. Yes. Apropos of your observations concerning 
the sharing with others, the definite arrangement with Canada will 
vive us that choice, rather than the Aluminum Co. of Canada in the 
present situation where the Aluminum Co. of Canada may or may 
not choose to increase or to decrease its exports to the United States 
and there is nothing we can do about it, except as we work In coopera- 
tion with them. ‘They have these firm commitments to the United 
Kingdom which they must honor. They have other markets w hich 
they are developing throughout the world. In the presence of a con- 
tract their obligation would be clear and our position would be 
equally strong with the United Kingdom, and our contract would be 


treated on a pari passu basis by the « ompany with the United King- 
dom contract. And then if we chose we could, in our ewn interest. 


make decisions to divert some of that to France or any place else that 
might be appropriate. 

Another obse1 Vatiol worth makn vis the fact that ah hilntim Is not 
being dealt with by the MSA. 

Senator Funtsricur. | only cite that as a principle that we followed 
in other areas with other metals. There is one other point about 
these fabricators that the record ought to show, that during the first 

vears of the existing contracts wit! 
ll three of them ar req iired to st ll two-thirds of thei product ion 
to the ince pendent fab tors, and then during the next 15 years 
not less than 25 percent which would seem to me to take care pretty 
liberally of their demands, their requirements, would it not? 

Mr. Anperson. It certainly should be a tremendous help. 

In spite of that fact, we find the sentiment among the independent 


i 


1 these domestic producers 


fal ricators very ¢ le ir, almost all of them. 
Senator Futsricur. How many of them would vou estimate? 
Mr. ANpEerson. I have letters here from I think six or sever 


Senator FuLsricur. Six or seve 
Mr. Anpéerson. Who wrote to ill fairly important companies, 
ind we had a meet Go with about ~U of them, a cross section of the 


fabricating industry, 20 or 25. 

Senator Fuieriur. Those are fabricators who use the pig 

Mr. ANperson. Yes, most of them cdo. 

Senator Futsrieur. How many in the country do that / 

Mr. Anperson. About 1.200. — 

Senator Futsrienr. You consider six or seven representative / 

Mr. A NDERSON. W CoO ild not ¢ f course have hu dred of people 
in a meeting of this kind. We had about 25 of them. They were 
chosen as being representative in the several fie'ds of fabrication, two 


or three in each field. and then we invited any that wished to write us 


/ 


their views on pertinent questions, 
Senator Fuzericur. As a general proposition, as any manufacturer, 
do you desire more competition’ Would you say yes? Did they 


‘arefully weigh what possible cost to the Government this contract 


was é ()r were they 
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Mr. Anverson. We met with them and showed them everything 
we knew about the subject for about 2 or 3 hours. We asked them for 
their recommendations. I think it was a very helpful meeting. 

Senator Futsricur. You presented to them the terms of the pro- 
posed contract ¢ 

Mr. Anperson. Yes, we gave them the memoranda of February 
26 which is the original offer of, or original proposal of, the Canadian 
company. 

Senator Fursricut. Would you expect them to pass judgment 
upon the wisdom of such a long-term contract from the point of view 
of the Government ? 

Mr. Anverson. They are responsible citizens and quite successful 
businessmen and their opinions I think are entitled to be taken with 
some seriousness. 

Senator Funericnr. You think they felt the responsibility for 
srotecting the interests of the Government rather than their own 
individuals ? 

Mr. Anperson. I would not say that. Obviously, they are busi- 
nessmen who are asked to comment in any way they saw fit. They 
did not assume themselves to be in the responsible position of Gov- 
ernment administrators, of course, but they did advise us in any way 
that they chose. 

Senator Futsrienr. I would think normally they would feel that 
it was not their province to make a judgment upon the effect on 
the Federal Treasury, of this. I think they would quite sensibly 
say that the more competition the better—we might get it cheaper— 
which is a very normal reaction, but I would doubt that they took 
seriously the impact of such a contract upon the Federal Treasury 
in 1958. Ithink that is a little far-fetched. 

Mr. Anperson. Speaking of the impact on the Federal Treasury, 
while of course it is true that stockpiling requires funds, nevertheless 
the stockpiling of valuable materials such as aluminum can hardly 
be said to be an expense, except the interest cost of the money in- 
volved in carrying the stockpile. As a matter of fact, if I had to 
make a guess I would be inclined to say an acquisition of a stockpile 
at anytime like these prices with the potential possible inflation of 
the next generation might turn out to be a very profitable purchase, 
indeed. 

Senator Futnrient. That is entirely a different element. If we are 
getting into the speculation on the price of aluminum that is entirely a 
different matter. And I would not argue with you about that. You 
know more about that than I do. I doubt if that could be urged 
as justification. 

Mr. Anperson. Not with a view to resale. 

Senator Futsricur. For the Government to do that. 

Mr. Anperson. Not with a view of resale, certainly, but if we believe, 
as I do very deeply, that aluminum will play an almost predominant 
part in any future war, and without predicting war, I think we have 
to accept it at least as a possibility, under these circumstances to 
acquire aluminum now, representing as it does a very great stock- 
pile of power which in itself is an expensive operation, it seems 
to me to be a very attractive thing from a monetary standpoint, 
because that aluminum eventually, if it is to be used, will be used 
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in the manufacture of weapons and elements for use in war. And 
the fact that we paid for it considerably ahead of time may turn 
out to be a very great economy. 

Senator Futsrientr. That is, of course, a question somewhat aside 
from this particular proposal, because I think the first consideration 
in any such theory should be given to the domestic companies which 
we already have a great stake in. The Government has a great stake 
in them in view of the amortization certificates and various other 
things, investments in them. We have put up the money. We have 
a great responsibility and one that I think that the Government will 
necessarily underwrite, if it got serious enough, even beyond the 
contracts. That still does not go far enough, it seems to me, to justify 
the Canadian commitments. This stockpile policy, it seems to me, 
before you could justify the contract or the proposal similar to the one 
that you recommended should be reviewed thoroughly, and I think 
it should be discussed with everybody. I would not think a unilateral 
change by means of such a contract would be justified. 

Mr. Anperson. Mr. Knowles is here and I hope you will call him 
on this. 

Senator Funipriecnt. We intend to. He and Mr. Larson both, I 
hope. I had hoped that we could continue today, but the Chairman 
tells me he has to leave. 

Vice Chairman Brown. I must leave at this time, because I expect 
a roll call. I am sorry that we did not get to the other witnesses. 
I will ask the other witnesses to come back, unless you have statements 
to file. If you have statements, you may file them. Is that agreeable 
to you‘ 

Senator Funtsricutr. I do not know whether Mr. Fowler has a 
statement. 

Mr. Fow er. I have no statement. I just wanted to be present 
here when the committee was considering this matter. 

Vice Chairman Brown. The Secretary of the Interior I understand 
is to be here later. 

Senator Fu.sricut. I would like to have him here. 

Vice Chairman Brown. You can come back then. 

Mr. ANperson. Yes, sir, Thursday at 10:30? 

Vice Chairman Brown. Yes. 

Senator Futsricutr. The Chairman says that he authorizes me to 
ask a few more questions. I trust that we can shorten this matter up 
and save your time, too. 

Vice Chairman Brown. I will have to leave at this time. 

Senator Fuisricnr. Would you care to go ahead maybe for a 
moment and develop any further arguments you have in favor of it? 

Mr. Anpverson. I had prepared myself, Senator, to show the charts 
which, I think, you have seen. And I assume under the circumstances 
that we will not take the additional time for that purpose this morning. 

Senator Futsriecutr. Yes. The charts relating to your estimate of 
what future requirements would be ? ‘ 

Mr. Anperson. Yes, in relation between our present supplies and 
needs for war and the possibility of stockpiling and things of that sort. 

Senator Futsricut. I imagine the other witnesses are familiar, 
particularly Mr. Larson and Mr. Knowles, with your views on that? 

Mr. Anperson. I think they are. 
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Senator Futsrient. I am familiar with it. I understand that one 
of the major assumptions is whether or not a 5-percent annual increase 
is a proper one; 1s 1t not! 

Mr. Anperson. Per capita, yes. 

Senator Futsrigur. You discussed that whether it should be 10, 
5, or 3%. IL understand your position. It is clear in your statement. 
Perhaps there is no use in developing that now, but I will ask whether 
or not they agree. Incidentally, has that matter been discussed and 
has the Munitions Board, to your knowledge, decided as to what is 
the proper assumption ? 

Mr. Anperson. I prefer that the Munitions Board answer that 
question. 

Senator Futsrieutr. You do not know about that / 

Mr. Anperson. I think it is better that they testify directly. We 
have a letter from Mr. Small which I would like to introduce into the 
record at this time. This is dated May 17, 1952: 

(The letter referred to is as follows:) 

MUNITIONS BOarpb, 
Washington, D. C.. May 17, 1952. 

Deak Mr. FLEISCHMANN: Our examination of the requirements for aluminum 
in the event of all-out war are continuing actively as you know. It will be 
some time before the necessary work has been altogether completed. I would 
like to advise you, however, that as this work proceeds it appears to us that the 
aluminum requirements for all-out mobilization are proving to be materially 
greater than we had supposed heretofore. It is too early to give you any tn- 
dication of the figures, but I felt that vou should know of this general conclusion 
in connection with your current thinking on aluminum 

We are also actively examining the question of what should be our stockpile 


goal for aluminum Again, it is too early to use precise figures, but I believe 
that we will eventually decide that the appropriate stockpile objective will be 
sicnificantly higher than the one we established at present-——perhaps more than 
double In this case as well, I thought von should have this reflection of our 
present thinking 


Sincerely yours, 
J. D. SMALL, Chairman 

Senator Futsrienr. Would you not think it wise to wait at least 
until they have formalized their opinion about the size of the stock- 

3. ; ee ‘ 
pile before entering into any such contract with Canada? 

\Ir. Anprerson. I think Mr. Knowles will elaborate on this, but I 
think it is mght around the corner and it would take some time to 


— 


negotiate out any transaction of this kind in any case. 
Senator Futerientr. Did you ask to put into the record the letters 
from the fabricators, or have you already done so? 
Mr. ANDI RSON, Yes: | have already done SO, 
‘enator Futsrient. I have a letter which I shall place in the record 
at this point, from a fabricator who does not favor it. 
Che letter referred to is as follows:) 


Mr. Samue. W. ANDERSON, 
DD p fey idministrator for tluminun . De Peovse Production idministration, 
Washington, BD C. 
Dear Mr. ANDERSON: This letter will serve to confirm my views as expressed 
of the group which met in Washington on March 20, 1952 
the outset, we would answer the questions which you asked us to answer, 


1. Ibo you favor a stockpile of aluminum and, if so, what floor and celing 

d you suggest for such stockpile? 
( it we have always been in favor of the principle of stockpiling 
( rposes only, and in our opinion the sto kpile should consist of a 


1 | pounds and a ceiling of 2 billion to 24% billion pounds. 
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2. Do you favor acceptance of the Canadian proposal to sell in the United 
States, in 1955, 94,000 short tons of aluminum, in 1954. 170.000 short tons of 
aluminum, and from 1955 through and including 1959, 300.000 short tor 
of aluminum, the United States Government agreeing with the Aluminum 
Co. of Canada to purchase on demand, during each of the 5 vears. 1955 to 
1959, inclusive, not to exceed 180.000 tons of the above export tonnages 
the event that the Aluminum Co. of Canada « ild not find on i] 
buyers for such amount‘ 


Our auswer is tha we do not favor the acceptance ¢ f such an offer. and 
reasons Will be given in the argumentation following 

We favor purchasing from Canada. on a spot or short-ter de very basis 
any aluminum that Canada can offer that is needed for the sto kpile 1 
defense purposes or for the Villian economy, but we do no ral rm 
arrangement, such as suggested, and particularly the contingenc feature of 
such contract, which provides that, if the Canadian Alumi! m Co. cannot 


the tonnage that they allot to the United States to consume » % 
will guarantee to buy 180,000 tons 
3. Do you favor a new expansion program of 
n the United States 





Our answer to this is “No.” We believe. having expanded to the poir t 
our production of primary aluminum in the United States wi he 3 I 
pounds in 1953, that e should stop, evaluate the progress al det rire 
whether under norn Onaditions we wil I noble to msorh the pl i 
already provided fo nd that we shoul iré iW msidet r vhole p re 
before making any ne oves for further expansior 

We are of the oy m that the expansion 1 vyram der w 
domestic industry is adequate to fill the mtryv’s need fo Ss meta Re 
until the vear LOGO, nad further, that upor the « mpletion f the mY ‘ 
expan n program thre be produced it e |] ed Stat ' 

Supply of virge. I | me ite Hosstble 
We iv ] ‘ } ‘ | ‘ ~ rn « vv. } " ‘ 
il l im tire I ~ s ai ad ¢o pete om \ | \ 
ur ed States marks qua hout G ! ere ¢ nad 
with it trovernmel ‘ } l cer } t the t's lia r) } . 
She ad take t . ( rhe I market . e Un d St 
di In the eve ( ida l certainiv§ he | ‘ 
fol f let ’ Con ent | 1 st ref } 
( da sh d ‘ t} rd vid e . . 
a tld hely ! S < ( 





i yvest¢ gS 4 nm ¢ 

p nis, ¢ bn I hext severul vears 1 I v | I 
in ‘ ly ted = ‘ | 1 f ed by current =} | 
Cana 

We do not belie ere invone who can s what the nsumption of 
alu 1 iS going l ! rt ! ! ss 10) 1 s ! 
We ! ( 1dyV pr ‘ é i ion 1 it wi viy ms «lk ble the pro 
prio Korea am I l nm to that, there will be a considerable expat i 
in Car la which w eve v seek a market in the United States Wel eve 
that this is adequate t ist until it is demonstrated that the defense r 
quire 1 i! ‘ cle nd is such that is can be foreseen that a larger 
pi l Will by d a no s mn 

At the Government's urging, three a im producers in the United States 
have committed themselves to a1 expenditure of some $500,000,000 for expansion 


and a new producer is entering the field with a commitment of some $80,000,000 
We be eve, before runt ite¢ 


ng to purchase available tonnage of aluminum 


from Canada over a g period im the future, we owe it to the produce of 
aluminum in this cour y, Who have risked their money, to protect their market 
here as far as we are ‘ protect it While it is true that the Government 
has agreed to take nder certain conditions, for the stockpile, the production 
from the new facilities created in the expansion program in the United States 


for a period of 5 years, the Government may, after a period of 2% years, cancel 


out this arrangement by paying certain damages to these producers, but the pro 
posed contract with Canada would extend for a total of 7 years and would cer 
tainly seem to provide, for a period of 2 years at least. greater protection thi 


is offered the producers in the United States 


1} 


I do not believe that the Government of the United States has the same o 
gation to the Aluminum Co. of Canada that it has to the producers in the United 
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States. The new production in the United States was undertaken as a defense 
measure in cooperation with the Government of the United States. The finan- 
cial risk, however, is that of the producers who undertook this expansion program. 
The expansion program in Canada was not undertaken at the suggestion of the 
United States Government, or in cooperation with the United States Govern- 
ment. It was undertaken by the Aluminum Co. of Canada as a company policy. 
While we believe that we should do nothing to hinder the operations of the 
Aluminum Co. of Canada and that it should have access, on a free and equal 
basis with the producers in the United States, to our markets, we do not believe 
that we owe as a Government to the Canadian Aluminum Co. the same con- 
siderations that we owe to the producers in the United States. The United 
States Government will receive no tax benefits from profits made in Canada. It 
will receive only payment of a tariff levy against aluminum exports into the 
United States from Canada. 

Our position is firmly one of purchasing aluminum from Canada for our 
stockpile needs or for any other needs that develop in this country, if, as, and 
when those needs develop. We do not feel, however, that we should enter into 
contracts over a long period of years and guarantee a market for Canadian 
production if they can't find a civilian market themselves. 

We believe that, with the expansion program undertaken by Canada, if 
they cannot sell the tonnage they allot for sale to consumers in the United 
States, then, and in that event, surplus tonnages will be available which the 
Government can buy on a spot or short-term basis, if it appears to the Government 
offcials at that time such purchases are desirable and in the public interest, 

We are firmly of the belief, also, that the stockpile is a device for security 
and for the protection of the United States in the event of a war emergency. 
We do not believe it was ever intended to be a device for stabilizing the civilian 
economy. If the Government is to undertake to buy up surplus products of all 
kinds as they appear in our economy, then there would be absolutely no end 
to the use of Government money in the purchase of such surplus. We do not 
believe that industry should want or expect the Government to protect its supply 
of raw material. We do not believe that the stockpile should be used to further 
any phases of our civilian economy. 

Much has been said, although we now have three producers in the United 
States and another producer about to enter the field, that the industry is subject 
to monopolistic practices. We do not believe it is true, and we do not believe, 
even if it were true, that the stockpile should be used as a curb to monopolistic 
practices. The protection that industry and the people of the United States 
have against monopolistic practices is the Sherman Antitrust Act and the 
Clayton Act, which can be used to prevent acts in restraint of trade. 

From a purely selfish standpoint in the protection of our company’s supply 
position, we might advocate the use of Government funds to maintain an 
enormous stockpile, such as suggested, of 8 billion pounds or more, and would 
probably suggest the purchase on long-term contracts of any amount of aluminum 
which could be bought from Canada; but, in a calm consideration of these 
problems from the standpoint of what is best for the country and the people 
of the country, what is best for the industry as a whole and having in mind, 
above all, the protection of our Government in case of a war, we answer “No” 
to the proposals made, for the reasons given above. 

Yours very truly, 
L. M. Brie, 
President, Fairmont Aluminum Co., Fairmont, W. Va. 


Senator Futrrient. There are a few questions I would like to 
get in the record. On the basis of the present price of aluminum, 
what would this commitment as recommended by you entail in the 
way of Government funds? 

Mr. Anprrson. That is a figure, Senator Fulbright, which neces- 
sarily is calculated by the level of the underwriting or call which the 
contract might embody. Accordingly, not having reached the ne- 
gotiation stage, I am very reluctant to make any guesses for obvious 
reasons. 

The figure in the Canadian offer is 450,000 tons over the period 
of years, and multiplying that by $360 a ton, $162,000,000. 





ee 
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Senator Futzricnr. It could involve that much ? 

Mr. Anverson. The figure which they offered would involve, if 
accepted, $162,000,000 at current prices. 

Senator Futericur. How did you contemplate financing that? 
Do you earmark part of the funds which were authorized under 
this existing legislation to be set aside for servicing that contract ? 

Mr. Anverson. Yes, that is in general the method, to the extent 
that it is necessary to do that, bearing in mind the stockpile objective. 

Senator Futsricur. During these past two years our domestic 
producers have given priority to military and sacrificed civilian 
orders ¢ 

Mr. Anperson. Yes. 

Senator Futsricur. Many of these civilian orders had been filled 
by the Canadian company; is that not correct ¢ 
“Mr. Anperson. All aluminum is directed by the National Pro- 
duction Authority, and its direction is given under what is called 
the product mix to the various companies. 

Senator Fucericur. The Canadian aluminum during this period 
has been directed by them ! 

Mr. Anperson. Oh, yes; every pound of it in exactly the same 
way as American metal. 

Senator Futsricur. You could require it to be devoted to the 
military purposes / 

Mr. Anperson. Yes. 

Senator Futpricur. I had understood they had free aluminum. 

Mr. Anverson. No. All of their metal is directed under the CMP. 

Senator Funsrient. During that period, did they ¢ 

Mr. Anverson. All that comes in here, you understand. 

Senator Furiericur. All that came to the United States? 

Mr. Anperson. Yes. Obviously we do not direct any metal in the 
rest of the world. 

Senator Futsricur. Did they continue to send us the same amount 
that they had prior to our direction, or did it fall off during that 
period ¢ 

Mr. Anperson. I have the export figures here for the years 1947 
to 1951. The exports to the United States in 1947 were 15,400 tons. 

Senator Futsricutr. How much was that ? 

Mr. Anperson. 15,400 tons. In 1948, 88,000 tons. In 1949, 73,700 
tons. In 1950, 162.600 tons. In 1951, 103,300 tons. 

Senator Fuisricut. When did this control go into effect over 
there ? 

Mr. Anperson. When did CMP go into effect? The fourth quarter 
of 1951 or the third quarter. 

Senator Fu.tsrieut. As soon as it went into effect their exports 
to this country decreased by about a third, did they not ? 

Mr. Anverson. I understand that the explanation of the difference 
between 1950 and 1951 figures is to be found in two directions. First, 
there was a considerable inventory of metal that was available when 
the post-Korean demand developed. And the shortages appeared 
here, which would tend to increase the 1950 exports. 

Secondly, in 1951 they had a rather severe power shortage which 
cut production to some extent in eastern Canada. ‘Those two factors 
I think are the principal explanations. 
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Canadian use, also, rose by 20,000 tons in 1951 as compared to 1950, 
And, of course, their contract with the United Kingdom demanded 
more metal at that time as well. 

Senator Futsrienr. It rose during that period from 120,000 to 
200,000 in the United Kingdom, did it not ? 

Mr. Anperson. In 1950 it was 146.600 and in 1951, 200.200, 

Senator Fu.srigut. We have been told in the discussion in the 
committee that the Canadian company offered aluminum to the do- 
mestic manufacturers, civilian users, 1f they would make long-term 
commitments. Is that true—could they have dorre that / 

Mr. Anperson. I am not sure I understand your question exactly. 

Senator Fu.srigut. Since July of 1950 I have understood— and 
when I say I have understood, I was told that—I have no proof of 
it—that the Canadian company would offer civilians, manufacturers 
in this country, aluminum if they would make long-term contracts 
similar to this proposal, 

Mr. Anvperson. I cannot answer that. 

Senator Futprienr. You do not know ? 

Mr. Anverson. But after CMP, they could only sell against CMP 
tickets. 

Senator Futsricut. Do you allege or feel that this contract, if it is 
made, would bring about an expansion of the manufacturing in- 
dustry in Canada? 

Mr. Anperson. The fabricating industry ¢ 

Senator iy LericHuT. I meanthe production of pig. 

Mr. ANDERSON. Yes, Mr. Davis made an observation the other day 
in his report, and I discussed it W ith the representatives of the com 
pany, and the statement was made in the report to the effect that 


It bas been announced the Aluminum Co. of Canada has submitted a revised 
ole! 
that isthe one that expired on M iv 1ls- 
to the United States authorities to supply the United States market with 1,110,000 
short tons of aluminum ingot over a period of 1952 to 1958. Acceptance of this 
offer we | not necessarily alter the company’s expansion and financing program 
as deseribed above 


And I wih author ized to sav that if would be proper to supplement 


that statement by adding the words: 


Dut the company expects that further expansion of smelting capacity would 
probably be required. 

Senator Futerient. It would tend to do it, although it is not re- 
quired. 

I have had called to my attention the Aluminum Co. of Canada’s 
output. This is one of their own statements, the year-end report 
shows an increase of 50.000 tons over 1950 and S120.000.000 invested 
in new plant facilities last year. That is, the 1951 aluminum output 
was 50.000 tons over 1950. 

Mr. ANDERSON. That does not jibe with the firures in the official 
prospectus vi hich shows 417,000, in 1950, 443.000, which would be 36.000 
tons increase. 

Senator Fuierienr. This is an advertisement with a good deal 
of detail in it. I will read it. It does not seem to jibe with the 
theory that they had a reduction on account of drought. In 1951, 
Canadian aluminum at 446,000 tons, a 7-year high. Year-end report 
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shows increase of 50,000 tons over 1950, 8$120.000,000 invested in new 
plant facilities last year. Low cost hydroelectric power Is the key. 
Aluminum, Ltd., one of the world’s principal ingot producers, reports 
net profits of 528,760 876, sales of $283,978,879. 
So it would not indicate that they had much of a depr ssion mn 1950. 
Mr. Anperson. Perhaps I used the wrong term when:I was di 


cussing that. I do not think obviously it would indicate that. It 
would not show an actual decline n 1951 against L950, but nonetheless 
it is a fact. I beheve, that they had expected to get more tluminum 
than they actually got in 1D] because ol hvdrologi il conditions in 
Quebec. 

Senator I ULPRIGH! This is ann teresting item in th statement, 
turning to commitments for the future. It is reported, that is, Alea 
repr rted forward sal contracts with a number of industmal cu 
tomers in the United St ites, Total deliveries contemplated by these 
contracts was 270,700 to n the 8 years of 1952—59 wit the I lk of 
the deliveries prior to 1957 , 


So that this is a pattern which they are following in long 


. me 
commitments. 


Mr. ANpberson. I have those more up-to-date figures here. I do 
not know what the date of that circular is, but this prospectus was 
put cut May 20, and it shows forward contracts wh h thev have by 
yea 

senatcol It cpricutr. That call for : substant | ame t to come 
into this country to be available for civilian use witho | Government 
cont! tr. aoes if not 

Mir. ANbERSON. That is correct, 309.000 tons the whole period 
‘ ; , »*? 

S or FULBRIGHT. S« it the col )] surance th 

1] be 1 ce le amot { 0 Li | ( 9 " " f 
uch cont 

\J \Nperson. Ye re no doubt of that a I] I xp 
{ the com) make no arrangement 
\ ertainty { order of out (2,000 to 

nto { 
Senator FuULBRI So if vou have one of those cd t ve 
oned. be \ occur every nov nal then, t v will have 
that first call on the 1 ket, so that ere Is that n i less Tor oul 
qaomestic producers to 
Mr. ANvDerson. That ll not be the case through 1958, howeve 


b cause of the existence « f the supply contracts Ww th Line clome tl 
producers. 

Senator Futsrient. I meant in the civilian market. There does 
not seem to be much co olation from the pol it of view of the pul Hie. 
the Government. It may be from the point of view of the management 
of Reynolds and Kaiser, and so on, the prospect that we will have to 
take this, that is, the public Vv ill, and pay for it ina period ot distress. 
It does not make me feel too good about it so far as the Government is 
concerned. I think it is an obligation that we had to assume in order 
to get the production. Nevertheless, it would be a great burden on the 
Government, I think. 

Mr. ANDERSON. If I did not fee] very strongly. and if I did not 


} 


believe that the Defense Department felt very strongly that we should 


THOTH by pe N 10 § 
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have a substantial stockpile of aluminum, of course I would not be 
proposing this expansion. 

Senator Futsricut. Has anybody in the Defense Department di- 
rectly taken any particular interest in this contract ? 

Mr. Anperson. Yes. 

Senator 'utsrient. Who? 

Mr. Anprerson. You mean the Canadian contract? 

Senator Fu.srient. Yes. 

Mr. Anverson. Well, you say interest. I suppose the answer is, 
yes, but they do not regard it as part of their responsibility to make 
choices of that sort. That is our job. 

Senator Futsricur. I meant, have they examined it and recom- 
mended it ? 

Mr. Anperson. Oh, ves, we have talked it a great deal. 

Senator Futsricutr. Who, in the Defense Department ? 

Mr. Anverson. Primarily with the Munitions Board, as well as 
the Air Force. 

Senator Futsrient. Aside from the Munitions Board, I meant. 

Mr. Anprerson. We have talked a good deal to various Air Force 
officers, generals. General Griswold, before he went to Europe. We 
have talked to Secretary Gilpatric. Oh, quite a large group at various 
meetings. 

Senator Futsricur. They did not recommend any particular con- 
tract. All they did is say they wanted enough aluminum in case of 
needs ? 

Mr. Anperson. That is right. 

Senator Futsricut. I understand that Canada does not stockpile or 
will not stockpile any aluminum ? 

Mr. Anverson. They do not stockpile. I, of course, cannot speak 
for the Canadian Government officials. 

Senator Futsrient. Did you say a moment ago that if you offered 
the same guarantee to the domestic producers you are satisfied that 
they would also be able to produce ? 

Mr. Anperson. You mean the Big Three? 

Senator Futsrient. Yes. 

Mr. Anperson. There is no question about it. 

Senator Futsrient. No question about that? 

Mr. Anprerson. No. You mean, the same as they have today, or the 
same as the Canadian ? 

Senator Futsrient. One similar to the Canadian that you buy that 
which they cannot sell ? 

Mr. Anperson. As to that, I cannot answer because I do not kriow 
what Canadian deal we finally can negotiate out. You must appreci- 
ate that the Canadian’s last offer involved an underwriting of only 
about 40 percent of the total amount of metal which they guarantee 
to offer in this market. That is a very much lower percentage than 
any of the supply contracts which the domestic producers now possess. 
They possess contracts under which they have the right to sell 100 
percent of the production of their new plants. Whether the domestic 
producers, if confronted with a contract under which they would be 
asked to produce X amount and be given 40 percent of X amount 
as a supply contract, whether that would be persuasive to them to go 
ahead, I do not know, except in the case of Alcoa, which has made a 
specific offer to proceed with the project in Alaska. 
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Senator Futsrienr. Do you not think it would be a wise policy that 
when you formalize more definitely the exact terms of a proposal 
with Canada, that that be offered to the domestic producers, if they 
are willing and able to take it, on the same terms that they be given 
an opportunity to do so? 

Mr. Anperson. The question of further expansion of the Big Three, 
Senator Fulbright, is in my opinion one which should be decided 
probably on more general grounds at this point. Mr. Fleischmann 
has given his judgment and I have done the same that at this point 
| would prefer if possible to secure additional supplies without further 
expansion of the Big Three at this moment. 

Senator Futsrient. I do not quite understand this attitude toward 
the Big Three. It was about 10 years ago, I think, that the aluminum 
case was pending. Wethought with one there was a monopoly. I had 
essumed that having three in there, that there was some competition. 

Mr. Anverson. I do not want my remarks to be taken as a conviction 
that there is monopoly in the aluminum industry today. I do not 
think there is. I believe the competition between the Big Three is 
very vigorous, indeed. 

Senator Futsricnr. As a matter of fact, the price of aluminum 
today is cheaper than it was a few years ago, is it not? 

Mr. Anperson. It is, indeed. 

Senator Fu.sricnt. That could be said about very few metals? 

Mr. Anperson. I think this is the only one. 

Senator Futsrient. You do not know of any comparable? 

Mr. Anverson. Nothing of wide usage, certainly not. 

Senator Futsricntr. Copper is substantially more expensive? 

Mr. Anperson. Yes. 

Senator Futsrienr. Steel is, is it not? 

Mr. Anperson. All metals. 

Senator Fuisrieur. So that. on that important factor I think they 
have a pretty good record, have they not ? 

Mr. Anperson. I completely agree with you. 

Senator Fuisrientr. What was the price of aluminum during the 
last war? 

Mr. Anperson. I would have to refer to my charts or have some 
help. I think it was 20 cents. 

Senator Futsricnr. My memory is that it was selling around 20 
cents. 

Mr. Anperson. It dropped to about 15, and then rose subsequently 
to the present price of 15. 

Senator Futsricut. Why do you think the Government did not 
stockpile aluminum in 1946 and 1947 when production did go down ? 

Mr. Anperson. I wish I knew the answer to that. 

Senator Futericnr. You had nothing to do with that? 

Mr. Anperson. No. In my opinion, it was a great error of 
judgment. 

Senator Futsrieur. Does that statement that you have already put 
in show the extent of the expansion of the aluminum industry over 
the last 10 years—I believe it does? 

Mr. Anperson. Well, yes. The memoranda have touched on that 
in various ways. I can, of course, provide any additional. 
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Senator Futsricur. I have read it and I have it. I only want the 
record to show that I am not—— 

Mr. Anpverson. I think it is adequately reflected. 

Senator Futsriecur. As I recall it under this last expansion pro- 
gram about 663,000 tons were being built, is that correct ? 

Mr. Anperson. That is right. 

Senator Futsrmur. Which is closely doubling the capacity. 

Mr, Anperson. Yes; I have those exact figures. The capacity of 
January of 1950, of the three companies, was 692,000 tons. Since that 
time the companies themselves have increased their capacity by 113,- 
000. Then under the United States Government contracts some high- 
cost plants have been reactivated to the extent of 75,000. And the 
present official expansion program is 663,000, which gives a total of 
1,543,000, 

Senator Futsrient. Which is quite a remarkable expansion. 

Mr. Anperson. Yes; it is. 

Senator Fuisrienr. One other point. You were asked about the 
low cost of production of aluminum in Canada, which I have been 
told is quite true, but that has had no benefit to this country. We do 
not get the Canadian aluminum any cheaper than the domestic, do we / 

Mr. ANnperson. You mean the market price is the same as the do- 
mestic, That is correct. 

Senator Futsrienr. Either in the past or in the future, under a 
contract it would still be the same. So whatever differential in the 
cost exists it will inure to the benefit of the Aluminum Co. of Canada 
and not to our Government. 

Mr. Anperson. Except, of course, there is a duty. 

Senator Futpricur. The duty is more than offset by the local tax. 
I have been told that at least one of the producers last year paid an 
average of 6 cents a pound income tax and local property taxes, so 
that if there isto be made a point it is only one-fourth. 

Mr. Anperson. Of course, that does not affect the Aluminum Co. 
of Canada, when you said all of the benefits of the differential in cost 
will inure to the Aluminum Co. of Canada. That is minus 1% 
cents a poul dl. 

Senator FULBRIGHT. l was not considering the taxes, If Wwe get 
into that, obviously, a very persuasive reason why we should buy 
domestically, would that not be ¢ 

Mr. Anperson. To the extent that 6 cents would be lost and 114 
cents gained. 

Senator Futsrienr. It is not only 6 cents. You have the tax on 
all of the employees and the benefit of the employment, and so on. 

Mr. Anpverson. I am not familiar with that figure. 

Senator Funtesrmur. | was informed about that. I believe the 
Reynolds Metal Co, stated that their taxes amounted to approximately 
6 cents a pound, 

Do vou have any further statement? I would like very much to hea 
from Mr. Larson. We may want to ask you some more questions next 
Thursday, if that is all right. 

Mr. Anperson. I will be very happy to be here. 





at 
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STATEMENT OF JESS LARSON, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Senator Futsrientr. Mr. Larson, you have been here and you have 
heard the testimony up to now? , 

Mr. LARSON. Yes, Senator Fulbright. | have been here. | have not 
been able to hear all of the testimony. I was called out of the room, 
and it was difficult to hear when I was sitting in the back of the room. 

Senator FuLtsrieutr. Could you tell us about this proposal that is 
discussed in the memorandum of Mr. Anderson’s ? 

Mr. Larson. I believe it was Monday of last week that Mr. Ander- 
son sent me a copy of.-his memorandum to Mr. Fleischmann on the 
whole aluminum expansion subject Friday afternoon Mr. Anderson 
ind | spent a couple ot hours together discussing the proposed alumi- 
num expansion, includi ga possible Canadian contract. That is 
Friday of last week. 

Senator Futsricutr. This last Friday ¢ 

Mr. Larson. Yes 

Senator Futsricut. Do you feel that you have any responsibility in 
the negotiation of such a contract ¢ 

Mr. Larson. Well, insofar as such a contract would be justified on 
the basis of the provisions of the Defense Production Act, | would Say, 
“No.” 

If it was justified on the basis of stockpiling, then | would have some 
responsibility. 

If 1 might clarify, [ think Mr. Fleischmann’s testimony, which I 
heard in part, clan ified ittoa certain extent, I might clat ify what our 
relative positions are in this matter at this time. 

Mr. Fleischman ’s responsibility as \dministrato1 of DPA includes 
the fixing of requirements for defense purposes and for essential civil- 
ian use. 

Senator Futsrieur. For how long: from now on, or for just a 
limited period? You think it gives him authority to fix it for 50 
vears ! 

\MIr. LARSON. Well. that! I relative matter, Senator. In some eases 
it has been necessary for us to enter into contracts for a perio l of up 
to lv or lv vears, sometimes, In order to get ata very difficult Situation, 
We think that has been justified in order to get the nearby deliveries. 
I think uppermost in the minds of everyone is the nearby deliveries 
or the immediate requirements, but if I may develop this, Mr. Fleisch- 
mann fixes those requirements, or his organization does, and in the case 
of metals and minerals, with the exception of aluminum, he directed 
the MPA as to Defense Materials Procurement Agency to come up 
with a program which would meet those requirements. 

Then it becomes my responsibility to promulgate such a program 
which is again reviewed by Mr. Fleischmann’s organization and cer- 
tified to me with the necessary funds to ro ahead and negotiate the 
necessary projects to carry out such a program. 

Senator Futsrient. You negotiate the project ? 

Mr. Larson. I do in everything except aluminum, generally. 

Senator Futerient. Why except aluminum / 

Mr. Larson. Well, Mr. Wilson with a great deal of justification 
and, certainly, the acquiescence on the part of all of us felt that it was 


necessary to set up a single head in the aluminum industry to coordi 
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nate fabricating with the increase in the production of primary metal. 
As a result of his feeling that way Mr. Anderson’s job was set up in 
the DPA. And it has been Mr. Anderson’s responsibility under Mr. 
Fleischmann’s direction to handle all matters pertaining to aluminum 
toward the expansion of the aluminum program, 

Senator Futertent. What is the distinction between aluminum and 
copper—why is it necessary in aluminum and not in copper? 

Mr. Larson. Well, I think the distinction, Senator, is in the case 
of the fabricating facilities. 

I believe—it is my impression that we have sufficient’ copper-fab- 
ricating facilities to take care of our foreseeable needs defensewise 
and otherwise in this country. 

Senator Futsrigut. What do you mean by fabricating, as distin- 
guished from the production of the metal ? 

Mr. Larson. Yes. 

Senator Futsrient. There is no allegation that we are lacking in 
fabrication in aluminum. It has all to do only with the supply of 
pig metal. 

Mr. Larson. I think what Mr. Wilson wanted to bring about, or 
what he told me he wanted to bring about was a balance between fab- 
ricating and primary metal in the aluminum field. 

In the case of heavy presses and certain heavy extrusion presses 
there was some question about whether or not that was sufficient to 
take care of the increased production or the expanded production of 
primary metal which had been primarily negotiated under my 
direction. And this field of fabrication was over in NPA. And 
Mr. Wilson felt it was wise and I say with a great deal of justi- 
fication to have those separated during the crucial period of bringing 
them into balance. That is why Mr. Anderson’s job, which is com- 
monly referred to as the Aluminum Czar, was created. 

Senator Fu._sricut. You have examined, it has been explained to 
you, the terms of this proposal by the Aluminum Co. of Canada, is 
that right ? 

Mr. Larson. Yes; I have read it and Mr. Anderson’s memorandum. 
And Mr. Anderson and I discussed it at some length on Friday. 

Senator Fursrienr. Is it your opinion that Mr. Anderson or Mr. 
Fleischmann have authority to execute such a contract ? 

Mr. Larson. No; Mr. Fleischmann stated the case correctly here, 
that the execution of the contract is my responsibility as the contract- 
ing officer under all of these Defense Materials’ expansion programs 
involving metals and minerals. 

Senator Fursrient. As such an officer, do you feel that you have 
authority to either approve or disapprove? Do you have your own 
responsibility there on its merits? 

Mr. Larson. Mr. Fleischmann and I have an understanding in that 
regard, that if there is a difference of opinion on any matter which he 
submits to me, including such a matter as you refer to or vice versa, 
that either of us appeal to the Office of Defense Mobilization and the 
Office of Defense Mobilization makes the final decision. If, for 
instance, such a contract as is set forth in this paper were certified to 
me after having been negotiated by Mr. Fleischmann’s shop and | 
disagreed with it I would submit it to the Office of Defense Mobiliza- 
tion. If the Office of Defense Mobilization felt that the contract 





n- 


re, 


ct 
LVE 
wi 


at 


he 


‘Sa, 


the 
fo. 


| to 


i] 
ZA 
act 





DEFENSE PRODUCTION ACT 1013 


should be made they would so direct me, in which case I would be 
obligated to make the contract as the contracting officer. 

Senator Fu.srient. On the merits of the proposal as outlined in the 
memorandum, have you made up your mind that that is a favorable 
contract for the United States Government ? 

Mr. Larson. As a result of discussion which Mr. Anderson and I 
had on Friday, I think we are in complete agreement. And Mr. 
Fleischmann stated the same point of view here this morning, that 
any such contract should be a two-way contract, that the Government 
of the United States should have a right to take the metal as well as 
having the metal put to it, as we say in our contractual parlance. And 
it appears from what I gathered from the testimony here this morn- 
ing that everybody is in agreement on that. 

Senator Futsricut. Is this agreement the result of your conversa- 
tion with Mr. Fleischmann and Mr. Anderson? That was not in the 
proposal as outlined in the memorandum ? 

Mr. Larson. I voiced that in my conversation with Mr. Anderson, 
and he said he certainly agreed with that point of view. That was his 
feeling also. He stated, as he stated here awhile ago, that he con- 
sidered this not a fait accompli, but just an offer on the part of the 
Canadian Government to be further negotiated and developed. 

Senator Futsricur. In any other contract that you may have nego- 
tiated that you said extended over a period of years, was that in con- 
nection with any metal or material which this country could produce 
or was it where there was no available supply in this country, such as 
copper, for example? 

Mr. Larson. I think that the longest term of foreign contract that 
we have entered into is about 7 years and that was in the case of 
tungsten, which is not produced in adequate supply in this country. 

Our longest-term contracts are really in this country for rare 
strategic items, such as cobalt and beryl and things like that. 

Senator Futsrient. Those are items that no matter what you did 
with the domestic producers you would not be able to get enough; is 
that right? 

Mr. Larson. That is correct. 

Senator Futsricnr. Is there any precedent for this contract on any 
material which we could produce if we wanted to? 

Mr. Larson. Well, I do not know that there is a precedent, Senator, 
or that there could possibly be a precedent, because of the great variety 
of conditions that surround each individual metal and mineral. I 
do not think you can liken them one to the other. 

If it is the principle that you are seeking, I would say that our prin- 
ciple is to be guided by as short a term contract as possible, in other 
words, it is the nearby or the foreseeable defense use that is primary. 

Senator Futsrieur. That is not involved in this proposal. There 
is no nearby defense aluminum involved in this proposal; is there? 

Mr. Larson. Mr. Anderson, as I think you brought out in your 
questioning, as well as Congressman Rains, said that stockpiling enters 
into this as a very serious consideration. 

Of course, stockpiling is another aspect of defense, but it is consid- 
ered on a different basis than what is required to keep current pro- 
duction going. 

Senator Futsrient. Then coming back to the original, I think, 
question that I had in mind, if this is primarily stockpiling, then it 
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would appear to be primarily your responsibility as distinguished from 
the immediate needs for defense. 

Mr. Larson. Well, insofar as the actual negotiating and binding of 
the Government is concerned, that is correct, assuming that I was 
acting under a different authority, namely, Public Law 520 of the 
Seventy eighth C ongress, that I believe set up the Stoc kpiling Act. 
There, however, the ‘objective would be fixed by the Munitions Board 
and I would be directed by the Munitions Board to enter into a pur- 
chase or an acquisition program that would meet that objective. And 
the Munitions Board would supervise my activities in that regard, 

And if this is strictly to be considered as a stoc kpiling proposition, 
and as I so stated to Mr. Anderson on Friday, then I think it should 
be a straight purchase contract and not a contingent purchase con- 
tract. That is my personal feeling about it. 

Senator Fuusrienr. That would be a great variance to the pro- 
posal. That is entirely a different thing from the proposal. 

Mr. Larson. It is a different ap yproach to meeting the stoc kpile 
objective. 

‘I certainly agree with what Mr. Anderson just said, a substantial 
stor kpile is more desirable from the defense standpoint than from the 
economic standpoint, than going out and building additional capac ity 
to meet a peak requirement in defense. That would be the only field 
we would be justified in talking about stockpiling. 

If we are going to confine it to a stockpile justification, then I think 
it ought to be a straight out-and-out stockpile purpose. I do not want 
to take up a lot of time, but a little background maybe would help to 
clear up this, as to what has transpired in the past by way of nego- 
tiations with Canada. 

In August of 1950 the Aluminum Co. of Canada made a proposal 
to sell approximately 200,000 metric tons of aluminum to this country 
for stockpile purposes. That proposal was made to the Munitions 
Board. 

While the proposal was still pending, before it had been acted upon, 
I think in September as a matter of fact, Alean changed that proposal, 
the terms of it, from approximately 35.000 tons to be delivered in the 
last quarter of 1951, which would be the first delivery under subject 
contract, to only 20.000 metric tons to be delivered in the last quarter 
of 19; l. 

That proposal was considered in the Munitions Board channels and 
by the National Securities Resources Board, but it was not accepted. 

It expired it the e1 cl of { letober. l think the Sist of October 1950. 

The then chairman of the National Se¢ curities Resources Board, act- 
ing under delegated authority from the Defense Production Act, dele 
vated me to go to Canada and meet the Canadians. I called them on 
the telephone i few days before the contract expired and told them 
hat we would want such a confirmation. I went to Montreal with Mr. 
Boyd who was then—had just been set up as the Defense Minerals 
Administrator in the Department of the Interior. And we met with 
Mr. Pond and members of his staff and the Aluminum Co. of Canada. 

We presented our situation to them, which was mainly that we 
needed some aluminum sooner than the last quarter of 1951. We made 
v clear to them that if they could furnish us aluminum earlier 
than that, that we would consider going into a long-term contract 
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with them for aluminum. This was not for the stockpile, but was for 
what we saw coming up in the defense program. 

Frankly, we did not like the long terms of the contract but we were 
willing to make that sacrifice to get nearby delivery. 

We were told that the Canadian Government had made commitments 
to the United Kingdom that would make it impossible for them to 


consider any nearby deliveries at all. As a matter of fact, they could 
not consider 20,000 tons in 1951. Thev might be able. if we would 


finance them in the reopening of some facilities up at Shipsaw that 
were then idle. 

They also told us that at that time they were shipping something 
over 200,000 tons of aluminum to this country and they were golng 
to have to reduce t if by at least 100,000 tons. 

That convinced us we could not 


] 
ret any nearby cle iivery, we had 
better come home and get started on om dome tic expansion program 


as Soon as We possibly could. 

As a result of the decisions made primarily in NSRB, a 500,000-ton 
expansion program was launched which was raised to 700.000 tons ol 
650,000 tons, and that was negotiated in General Services Administra 
tion under a program designated by the Defense Minerals Adminis 
tration. 

And all of those contracts were completed and negotiated except the 
54,000 that recently went to the Anaconda-Harvey combination. 

Going back, the original offer of the Canadians was for stockpiling 
aluminum and was strictly a stockpiling matter and was submitted 
to the Munitions Board. 

My personal opinion is that if the Military Establishment comes up 
with a substantially increased stockpil objective that it is incumbent 
upon me as the bi yet for the stockpile to vet this aluminum as quickly 
as I can under such schedule as the Munitions Board might submit 
from whatever sources that we in get it. 

Senator Fuusricur. You th 
be justified mn mak ne the commitment without " Trevisiol of thei) 


( 


ink, on the other hand, that vou would 


stockpile, n firm adecisiol by the Munitions Board is to the size of the 
stockpile ¢ 

Mr. Larson. If I may interpose here. I think Mr. Fleischmann 
has done an excellent job in estimating what the requirements are o1 
all of these matters, If the short we is to the defense requirements 
and essential civilian needs, then, of course, it is a Defense Produce 
tion Act matter. if the shortage Is COl sidered to be solely l stock 
piling matter then I think it isa Pubhe Law 520 matter. 

Senator Funsricur. If this is only beginning in 1955, I do not 
see how it could be other than the latter. It is not an immediate 
need, We have been told that about 1954 or 1955 there is supposed 
to be a leveling-off for all of these metals, aluminum. steel, and so 
forth. 

Mr. LARSON. As was brought out here in the discussion this morn 
ing, it depends upon what assumptions you make to start with 

I made a speech the other day at Corpus Christi on t 
of the opening of the Reynolds plant there. mn which | stated it was 
my personal opiniol that we had met our foreseeable needs in alu 
minum insofar as the present program is concerned. That was based 
upon my kn Vi ledar of the supply and the requirems nt fimures that 


ie occasion 
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had been furnished by the DPA to interested agencies on February 
28, 1952. 

If you start at a different basis than that, you can come to a different 
conclusion. 

I know that Mr. Anderson feels that we should consider, and it 
is his responsibility, his and Mr. Fleischmann’s, to consider the re- 
quirements in an all-out war, rather than the kind of situation we 
find ourselves in now. Such assumptions would naturally be to a 
different conclusion than what I stated in my public appearance down 
there. 

Senator Futsrient. You felt you had some justification for your 
assumption, did you not? 

Mr. Larson. That is correct. And furthermore, those figures in- 
dicated a substantial addition to the stockpile, by the end of 1955. 

I might say that in negotiating all of these contracts for expan- 
sion with the exception of the Anaconda- Harvey which I did not 
negotiate, we took into consideration the objective of the stockpile, 
and in the obligation of the Government there is considered meeting 
that stockpile objective out of the contingent liabilities that the Gov- 
ernment has assumed in those contracts. And we have, as you know, 
a firm right to take our required deliveries into the stockpile under 
those contracts. 

Senator Futsricutr. I understood that was your judgment as to 
what was necessary for both the immediate needs and the stockpile, 
was it not, at that time? 

Mr. Larson. That is correct. And stockpile funds have been com- 
mitted to a certain extent in meeting that requirement. 

Senator Fu.sricut. I believe that Mr. Anderson’s memorandum 
stated a goal of 214 million tons of aluminum, is that not correct, 
for the stockpile ? 

Mr. Larson. I think his memorandum did mention 214 million tons, 
as being a figure that might be desirable. 

Senator Futsrieut. Would that be in proportion and proper bal- 
ance with the other materials that you contemplate for the stockpile ? 

Mr. Larson. Well again, Senator, as you know I am an adminis- 
terial officer. I act only on directives from agencies that have the 
responsibility of fixing the requirements. 

In the case of stockpiling, that is the Munitions Board’s responsibil- 
ity. They fix it. Wedo not work in a vacuum, however, I am happy 
to say, contrary to some opinions stated otherwise, but we do get to- 
gether. I understand, I think, pretty well what the Munitions Board’s 
problems are in that regard. I think they call it the feasibility of the 
stockpiling goal. 

Obviously, they could have 21% million tons in stockpile of alumi- 
num. And if we were short of nickel and cobalt for making jet air- 
craft engines it would not make any difference how much aluminum 
we had. Aluminum has not up to now been the bottleneck in any 
defense projec ts. 

Senator Futsrient. That is what I understood. And it seems 
rather strange, all of this great concern for aluminum when there are 
others which are even more critical. 

Mr. Larson. Let me say publicly that I think that the officials of 
Government who have been studying this, Mr. Anderson and Mr. 
Fleischmann, have been very sincere in the basis of their assumptions 
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which have led to different conclusions than you and I might reach on 
a different basis of assumption. 

Senator Fu.sricur. That is what I was trying to get at. I hada 
feeling that you had reached a different conclusion. 

Mr. Larson. It is my personal feeling that until the feasibility of 
the stockpile goal can be reac hed that it is perhaps better to wait until 
that becomes firm, because it is tying up a lot of funds and a lot of 
potential contingent obligations that I think we ought to keep to a 
minimum. 

You will recall that before this committee I took a personal position 
then contrary to some of my colleagues of Government, and I am not 
saying that I was right or they were wrong. Time only will prove 
that. We should not at this time consider revision of the ilanen- 
plant type of corporation to build productive capacity for require- 
ments that are not yet firmed up. And until we know what the firm 
requirements are, until a figure is given to us, we do not know what 
kind of stockpile purchase program to launch on. 

Senator Futrricur. I think you have expressed about my own feel- 
ings about this matter, that it would be premature until such decisions 
have been reached, to assume obligations going over a long period of 
time, in which there are many imponderables that nobody can present. 

Would you undertake to negotiate a contract with the Aluminum Co, 
of Canada for stockpile purposes under Public Law 520 without con- 
sulting and without recommendation from the DPA or Mr. Ander- 
son—would you normally yong them about any such proposal— 
would you, in negotiating or proposing the negotiation under the 
authority of the Stockpile Act ? 

Mr. Larson. I think our consultations would have been completed 
before I reached the stage of negotiation. 

Senator Fuisrient. That was one thing that seemed rather strange 
to me when on Tuesday, when I asked Mr. Fleischmann and Mr. 
Anderson, if they had consulted with you about this, they had not. 
They, apparently, as the result of that on last Tuesday decided to 
consult you on Friday from what I understand. 

Mr. Larson. I do not see anything sinister in that. 

Senator Furerient. I am not talking about that. 

Mr. Larson. We are all very busy. 

Senator Furerienr. I am not t: king about sinister. I am question- 
ing the wisdom. That isall I am questioning about this whole matter 

Mr. Larson. I woul . not feel that I had been slighted or anything 
of that sort. They are busy, and so am I. 

Senator Fuirricur. It is not a matter of anybody being slighted. 
What we are interested in is this, Is this a wise undertaking for the 
Government? Some of us are very conscious of what happened in the 
last war when we put out a great deal of money to build up the Cana- 
dian company without any strings on it. We found ourselves at 
their mercy. In 1951 vou had no call upon them at all for material 
when we needed it, although we financed to a very great extent the 
building of some of their major properties, especially the Shipshaw 
property, did we not? 

Mr. Larson. That is my understanding. I was not here at that 
time. 

Senator Furrrient. This Canadian company was quite able to take 
care of themselves and they have shown very little concern after 
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having received that to go along with this country. All I am inter- 
ested in is trying to protect the interests of this country. Of course, 
as you well know, we now have invested very large amounts in domestic 
production. ‘ 

Mr. Larson. In that connection, I think you will find that the com- 
bined indebtedness of the three principal producers runs somewhat 
over slightly a billion dollars.. More than half of that has been in- 
curred as the result of the Government of the United States officially 
calling these people in and launching them on an expansion program 
that, certainly, would not have been of this magnitude had conditions 
been normal. I think that that should be taken into consideration. 
I think it is being taken into consideration. 

Senator Funtsricutr. We, also, know that right after the last war 
that in spite, I would say, of the continuation of the boom condition 
we had an oversupply of aluminum during a couple of years there. 
These companies were not nearly as extended as they are now. 

If we should have such a period the Government is legally to a 
certain extent, and I would say probably morally to a further extent, 
obligated to help these companies through inasmuch as we did induce 
them to take on this. If we have a recession, even to the extent that 
we had in 1946 and 1947, it would be a serious matter, would it not, 
in this production / 

Mr. Larson. The mere creation of competition by the extension 
of favorable Government credit terms which has been the case in our 
present creation of competition and the disposal] of the old wartime 
plants to Reynolds and Kaiser where favorable credit terms were 
advanced as an inducement to create this competition. I think Gov- 
ernment would be foolish to do anything to undermine or take away 
from that situation. Otherwise, we would find ourselves where only 
the finan lally strong can last through these periods of peaks and 
vallevs. I think that has been taken into consideration. 

I feel that M (Anderson has taken that into consideration in his 
consideration of s proposition. 

Senator Futsrieutr. Do you see anything wrong with offering the 
dome Stic producers, the existing ones or any additional ones, first 
opportunity to increase production to meet this assumed demand in 
the future on the same terms? 

Mr. Larson. I think if it is for additions to the stockpile, Senator, 
that we ought to buy it as cheaply as we can buy it from whichever 
source we can get it. 

Senator Futsricur. But there is not any actual difference in price— 
we pay the voll La price, 

Mr. Larson. We have the policy laid down by the Congress that 
we cannot and will not ignore in our procurement operations, but I 
think in building up the stockpile, price should be the primary con- 
sideration. I do not think that we should encourage the additional 
capacity just to meet our stockpiling requirements. This is not in 
m\ field. I am only stating my personal opinion, but I think it is 
vel erally 1 epted that the higher you increase you! capacity to pro 
due e. the less im} ortant becomes your stockpile coal. And, certainly, 
we should not have a lot of money tied up in the stockpile that is just 
dead ther . that offers no assistance whatsoever. 

I am sure that the Munitions Board takes al! of that into consider- 
ation if they de ide to increase this goal. 
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You will recall that up until 1949 there was no provision for stock- 
piling aluminum at all. The thinking in the Military Establishment 
up to that time was that we did not need any stockpile of aluminum, 
that we should confine our stockpiling to bauxite and depend upon our 
ability to curtail dlomestic uses and expand our production in this 
country to meet oul needs, 

[ think the present program being carried out will take us over a 
million tons of annual capacity. I aim sure the Munitions Board will 
take this Into col sideration, w] at could be accomplished In Case of 
an all-out siege where our sources of supply would be cut off. 

Then we come up only with the lead time, That is all you are 
just fied in sto kpil Nh I mean the le vl tim that otherwise would be 
required to make this trans tion from domestic economy to a wartime 
economy, so that you can launch into such programs as are required 
“a lot sooner. 

Senator Fursricur. The lead time is about how mu h? 

Mr. Larson. I do not know. That is something that the Munitions 
Board or the Military Establishment could figure out. I do not know 
what if would be in the case of aluminum. You would have to take 
into consideration all 
The Military Estab] 


see fit to start stock 


of the programs that would be required. 
shment did, with some } rodding from Congress, 
plilng aluminum. That ston kp ing opjyective wa 
raised three times, I believe, up to what it is at present. At least, it 
was raised two tim 

| feel that anv further increases in that will be based upon the lead- 
time factor primarily. 

Senator Futsricur. That stockpilir 
would not want to testily about that ¢ 


ris a Classified figure and you 


Mr. Larson. The stockpiling objective is a classified statistic. I 
think that the committee here has probably in its files what that 
objective Is. 

lhe present expansion is not classified. The fact that under present 
expansion programs and projected use it is based on assump 
tions that are. I thu k, somewhat different from what Mr. Anderson 
IS ass iming now. That indicates that that stor Ky} le objective with 
certain restricted uses would be about two-thirds met by the end of 


LYoo o1 maybe t i¢ first quartel of 1956, | am not sure. 

Senator Futsricur. Approximately the time that this proposal be- 
gins to have effect. 

Mr. Larson. I understand this runs from 1954 to 1958. 

Senator Futsricutr. 1955 to 1958 I think are the years in which 
there is a substantial amount. I think 19 
are shipping to this country. I do not see that that has ny sig iNcance, 

I realize, Mr. Larson, that it is embarrassing to express any differ- 
ences of opinion, but I think it is fair to say that you had not been 
consulted about this contract prior to last Friday ¢ 

Mr. Larson. The fact is as I have stated. 

Senator oF LBRIGHT. ] think that is « lear. ] appreciate very much 
your coming. 

Do you have al \ further comment to make that you would like to 
volunteer ?¢ 

Mr. Larson. No. I think that is all, Senator. 


| | 7 
t is even less than they now 


) 
} 
} 
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Senator Futsrient. I appreciate your coming. I think you have 
thrown a good deal of light on this. Thank you very much. 

Mr. Larson. Thank you. 

Senator Futprient. Is Mr. Knowles here? Are you ready to testify ? 
We will be glad to have your comments for the record. The committee 
will have an opportunity to look at this record and may wish to recall 
any and all of you. However, I thought that we might save time and 
as a sort of preliminary get some of this on the record, because we are 
so busy in both Houses, so much so that it is very difficult to get the 
committee together. 


STATEMENT OF NATHANIEL KNOWLES, VICE CHAIRMAN FOR 
MATERIELS, MUNITION BOARD 


Senator Futsrieut. Will you give your name to the reporter? 

Mr. Know.es. My name is Knowles, the first name is Nathaniel, and 
I am Vice Chairman for Matériels, Munitions Board. 

Senator Fu.srientr. Are you familiar with the proposal in Mr. An- 
derson’s memorandum of May 16? 

Mr. Know tes. Yes, I am. 

Senator Fu.srient. You are familiar with it. Had you been con- 
sulted about the wisdom of that contract ? 

Mr. Know tes. We discussed this contract—not the contract, but dis- 
cussed the proposal to expand capacity several times over the past 
several months. 

Senator Futericut. You discussed this specific proposal as recom- 
mended in that memorandum ¢ 

Mr. Knowtezs. That is correct. 

Senator Futsricut. Have you or the Board taken any action with 
regard to it? 

Mr. Know es. The Board has taken no action. The staff has given 
it consideration. 

Senator Futsricnt. Have you made a recommendation ? 

Mr. Know es. We have made no specific recommendation, no. 

Senator Fu.tsricut. Have you been requested to make a recom- 
mendation ¢ 

Mr. Knowrrs. We have been requested to give our opinion as to 
whether or not increased capacity of aluminum such as envisioned by 
Mr. Anderson would be desirable from the military point of view. 

Senator Fu.tsrient. I do not understand this. 

Mr. Know es. Not the specific method of expansion, but an expan- 
sion of aluminum, an increased supply of aluminum guaranteed in 
this country. 

Senator Futsrigut. Some of those terms do not mean exactly the 
same thing. 

Mr. Know es. No. 

Senator Futericut. If we could be a little more specific. You were 
asked only an opinion on the general proposition that increased sup- 
plies of aluminum in this country, that it is desirable ¢ 

Mr. Know es. That is correct. 

Senator Futsricut. That is all you were asked ? 

Mr. Knowtes. Yes. E 
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Senator Futsricutr. Your answer was, “Yes”? 

Mr. Know tes. Yes. 

Senator Futsricutr. They did not ask you to approve of a contract 
to purchase aluminum in Canada ¢ 

Mr. Know es. That is a correct statement. 

Senator Futsricur. You have no opinion, one way or the other on 
such a controversy ‘ 

Mr. Know es. No. 

Senator Futericur. You consider that the question of stockpiling 
aluminum in the future to be a matter within your jurisdiction ? 

Mr. Knowtes. The amount of aluminum to be stockpiled is a re- 
sponsibility of the Munitions Board and the Secretary of the Interior, 
jointly. 

Senator Futsricnr. The Secretary of the Interior? 

Mr. Knowtes. Yes, it is a joint responsibility by law of the Mu- 
nitions Board and the Secretary of the Interior. 

Senator Futsricur. What is your relationship to this problem that 
is being dealt with by the DPA? I gather you have heard the pre- 
ceding testimony. This looks like primarily a stockpile proposal. Is 
there any line of demarcation between your responsibility and DPA’s 
responsibility on stockpiling ¢ 

Mr. Knowtes. Yes, the Munitions Board has the responsibility for 
determining the quantity of material which should be stockpiled. 
That determination is made, as I said, jointly with the Secretary of 
the Interior. The level which has been determined as the desirable 
amount to stockpile has been determined on the basis that there will 
be an opportunity to expand the capacity of this country for aluminum 
after the mobilization takes place. The amount that has been put 
into the stockpile as an objective only carries over that lead time 
period from the outbreak of hostilities until the new plants can come 
into operation. 

Under Mr. Anderson’s plan it will still be necessary to bring in addi- 
tional capacity after mobilization started, over and above the pro- 
posals of Mr. Anderson. His proposal will lessen the need for bring- 
ing in additional facilities. It will not eliminate them. 

The President’s stockpile objective which is a classified figure is 
under very careful review at the moment. <A new figure has not been 
officially arrived at, but the quantity that will be needed in the stock- 
pile within very narrow limits is now known. It will be the quantity 
which will be needed in the stockpile which is under review at the 
moment. We know within very narrow limits what that quantity 
will probably be. It has not been made official by joint action of the 
Munitions board and the Secretary of the Interior as yet. That is 
probably several weeks off : 

Again, it will be a figure which assumes that there will be an increase 
in capacity after mobilization is undertaken. It will still be necessary. 
It will still be just the lead time figure. 

Senator Futsricur. Do you feel that any decision on this matter of 
stockpiling should be deferred until you arrive at a final conclusion on 
the matter / 

Mr. Know tes. I understand from Mr. Anderson that the final de- 
cision on his plan will not be made until the new stockpile objective 
is finally and officially authorized which should be in a very short 
period of time. 
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Senator Futsricut. Do you feel that after you have arrived at what 
the stockpile should be that it is your responsibility to go further and 
determine how it should be acquired or is that not your responsibility ¢ 

Mr. Know res. That is not our responsibility. 

Senator Funtsrienr. It is not your responsibility ? 

Mr. Know es. No. 

Senator Futeriaur. You think that is Mr. Anderson’s or is it Mr. 
Larson’s ¢ 

Mr. Knownes. It is Mr. Larson’s responsibility. However, we are 
concerned if over a period of the next few years the supply under 
present capacity 1s ‘nade ate to permit us to add anythin ig to the 
stockpile. We will be quite concerned if we have to wait 5, 4 or 5 
years to get iny material into the stock] vile. And insofar : s Mr. An- 
derson’s plan increases the supply me makes more curren ntl) avail- 
able to stockpile we would be very much in favor of it. 

Senator Futsricnr. His proposal does not contemplate any imme- 
diate increase in supply at all. It will only come in in 1955. 

Mr. Know.es. That is correct. 

Senator fuuerteur. That does not affect vou. It is not an immedi- 

supply, is it? Is it your impression that this shortage of aluminum 
will continue for some time ¢ 

Mr. Know.es. My judgment is that it is just a personal judgment 
reflected by the staff of the Munitions Board, that the very stringent 
uation will ease in 1955, that it will be difficult over the 
‘ars to obtain sufficient aluminum to meet the stockpile 


j 


aluminum 
next 2 or 5 Ve 
objective, even in spite of that easing 

Senator Funsricur. As a defense matter that is your primary 
responsibility ¢ 

Mr. Knownes. Yes. 

Senator Fuusrieut. Is it not ort nerally prefer ible to have expanded 


production in this country over which we have control than it is out- 
, 


side of the jurisdiction of this country : 
Mr. Know tes. In general that statement is quite correct. Insofar as 
| the avail ibility in the case of war of materials 


from Canada would be assumed as equal to that in the United States 
from the strategic point of view. 


Senator Funtsricur. I am not sure that I follow you there, be- 


wot 


Canada Is concerne: 


cause one of the purposes of this contract assumes there is no such 
control and the contract is to give us this identity of interest. In other 
words, I thought one of the main justifications is the divergence of 
those interests and the probability that they will send the metal to 
OF gland or some other country than ours. This contract is to cive 
that. You are assuming that because of friendship, I suppose ¢ 

Mr. Kwnowres. No: I am assuming on the strategic basis that a 
source of supply in Canada is as available to this country in time of 
war as a source of supply within this country. That is only from the 
strategic star dpoint, and not from an economic basis, not from a 
trade pract ice basis, necessarily. 

Senator Funtericur. You are only concerned with the strategic; 
are vou not? You are not supposed to be concerned with the economic ? 

Mr. Know .es. That is correct. 

Senator Futrricutr. There is a good deal of confusion in my own 
mind as to the line of demarcation. I had understood from a purely 
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military standpoint that the expansion already taken place is suf- 
ficient to service the foreseeable needs; is that correct ? 

Mr. Know tes. That is correct. 

Senator Futsricur. If you cut out all of the civilian use of alumi- 
num you have plenty to take care of all of the foreseeable needs; is 
that correct ¢ 

Mr. KNOWLES. We have except for adding to the stockpile. We are 
not now under present civilian defense and military needs sufficient, 
we do not have a supply sufficient to obtain quantities we need in the 
stockpile. 

Senator Futnrieut. Providing you give the civilians what they 
need; is that right’ If you wanted to take it from the civilian you 
could add to the stockpile today i 

Mr. Know.es. The decision has been made that the civilian cut- 
back is all that the civilian economy can stand at the moment. If we 
cut it back furthe and the like, the dislocations might be So serious 
that it would not be practical to do it under the present. 

Senator Futnricnr. I am not advocating that. I am only trying 
to clarify where this thing seems to be. One moment we are talkin 
about defense and the next moment we seem to vet into the ordinat 
peace or civilian demands without knowing where we are. The que 
tion of jurisdiction is rather puzzling, whether you or the Defense 
Production Administration are really the ones that oucht to be con- 
sidering this if it 1s primarily or almost solely from what you say now 
a matter of stockpiling. I do not quite see why Mr: Anderson has 
undertaken to negotiate this. It seems to me that it oucht to be you 
and Mr. Larson. 

Would it not appeal that way to you!’ QOur needs are taken care of. 
It is purely defense except for stockpiling. Therefore, this contract 
is only justified on the grounds of stockpiling. If that is true, why 
Is it not you and Mr. Larson carrying on this negotiation ¢ Neither 
one of you were Col sulted. 

Mr. Kxow.es. We have consulted in the Munitions’ staffs. The 


7 


stockpile could not enter into contracts for materials over a very long 


a 
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period of time in a case like this with a residual clause in it. We woul 
have to enter into a firm contract, perferably of a shorter range. 

Senator Funtsricur. To purchase it outright ? 

Mr. Knowtes. To purchase it outright, and not on a contingent 
basis. That aoes to the civilians, if they can use it. but it comes to us if 
they cannot. We « innot enter into al Vs ch cor tract. 

Senator Futsricntr. This is a kind of hybrid contract. It is not 
stockpiling, vet it is justified only because there is stockpiling. 


Mr. KNOWLES. | thi lk there are other ust ific ations than Ist that. 
The justification of not having to expand the capacity is very im- 
portant after mobilization. That is very Important. 

Senator Fuunricntr. Can you elaborate a little? I am very dull 
about this subject on that last point. I confess my ignorance on the 
matter. I wonder if vou would elaborate that point a little bit. 

Mr. Knowtes. I will try to, sir. The amount of aluminum which 
will be needed by the military after mobilization comes is greater per 
year than t 


he capacity that we now have. 
Senator FuLBricu'! The total capacity ? 
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Mr. Know es. Yes, the total capacity, the annual need for 
aluminum. 

Senator Futsrient. Greater than, say, a million and a half tons? 

Mr. Know ies. Yes, greater than that. Therefore, we have to de- 
pend upon an increased capacity after mobilization starts and that is 
the way we compute our stockpile objective. We assume that we can 
expand capacity to what we have to have in the stockpile in the amount 
necessary to carry us until that new capacity can come in. 

With Mr. Anderson’s proposal it would not eliminate that condi- 
tion, but it would ease it. 

Senator Futsnieut. How do you apply that criteria to something 
like tungsten when you do not have any capacity ¢ 

Mr. Know tes. In the case of tungsten we cannot use that criteria. 

Senator Futsrieut. This is the only one you can, really ? 

Mr. Knowtes. No; we use it on several other materials, but never 
to the same extent as in this. It is only a minor factor, but of very 
little significance in most materials, which are almost exclusively 
imported materials. But aluminum is not that. It is not a mining 
situation at all. It is a production situation. 

That factor is taken into account, I think, in two or three other 
materials to some degree and in several materials to a minor degree, 
but aluminum is an outstanding characteristic in that. 

Senator Funsricut. In arriving at your stockpile figure as indi- 
cated a moment ago you have to balance all of these items. It would 
not do to have a little stockpile of aluminum if you are lacking in one 
of the other vital ones; would it? 

Mr. Know tes. No, sir. 

Senator Futsricut. It has to be kept in balance? 

Mr. Know tes. Yes. 

Senator Futsrieut. Do you consider that? 

Mr. Know es. We consider it very seriously and in great detail. 
It is a most difficult job to do. That is one reason why I am saying 
that we still do not have the final figure authorized for aluminum, 
We take it very directly into consideration. 

Senator Futsricur. Until you make provisions, we will say, for 
tungsten or cobalt or beryl, would you be justified in launching out 
on a large stockpile of aluminum just in the hope that you might get 
the other, or should you not have all of those come along and balance 
it at any one time ? 

Mr. Knowtes. The figure that we wiil arrive at for aluminum 
will take into consideration the availability, the presence of other 
materials, fabricating facilities and other materials such as nickel, 
and so forth. 

Senator Futsricut. That is an important element, because alum- 
inum happens to be about the only one of these materials which we 
have demonstrated can be expanded very substantially within a year. 

Mr. Know tes. That is correct. 

Senator Futsricut. No one other you can expand as rapidly? 

Mr. Know es. No. 

Senator Futsricnt. Therefore, it seems a little odd that it should 
be the one we have to stockpile first and in very large quantities, that 
is, so far as the public knows. 

Mr. Know es. That is not quite a correct statement. 

Senator Futsrient. Is that not correct? 
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Mr. Know tes. We stockpile very little aluminum in relation to the 
totul requirements—very little. We stockpile a great deal of such 
material as tungsten or columbium in relation to the total require- 
ments for that very reason. 

Senator Fu.sricur. I will study your testimony quite carefully. 
We have not had any hearings on stockpiling. I am bothered about 
the conflict here between the impact of this on our civilian economy. 
As you can see, stockpiling has not been what concerned me so much, 
whether we had enough or not. That was your job. But the thing 
that concerns the committee is what happens to our domestic indus- 
try if we do not have an all-out war. It is a very serious undertak- 
ing, I think, this commitment. It will very substantially increase the 
burden upon public funds. It might affect you, get all of your 
money tied up in the stockpile, both domestic and foreign goods 
And naturally it has repercussions on our other stockpiling. In our 
past history we have always usually gone too far one way and then 
too far the other way. rather than keeping it in balance as we have 
gone along. Mr. Anderson said that we had made a mistake not to 
stockpile in 1946. I happened to know that the Government was 
earnestly requested and the Munitions Board was earnestly requested 
by me and others to stockpile aluminum then, because the companies 
were having to shut down. So that to that extent it was very sound, 
but I am not at all sure now in anticipation of that so far off that 
is is equally sound. I do not know. Do you have anything further 
to add? 

Mr. Know es. I do not believe so, sir. 

Senator Futsrient. There is one point that has been raised about 
the strategic matter that you are interested in. Would you consider 
that a plant in British Columbia would be more vulnerable to Rus- 
sian attack than a plant in Arkansas or in Alabama? 

Mr. Know es. I would have ne opinion on that. I would think 
that common sense would indicate that—— 

Senator Futsricur. It is a great deal closer and more exposed to 
what we are told about the probable course that they would take. 

I believe that it is all for the moment. We may have some fur- 
ther questions of you. I trust that this testimony will be adequate 
and that we will not have to bother you any more. Nevertheless, I 
cannot speak for the committee. They may want some further clari- 
fication. This question of whose duty it is to undertake is a rather 
troublesome one. I am not at all clear yet as to whether or not you 
and Mr. Larson should not have primary responsibility for stockpiling 
the contract. 

The committee will stand in recess until 10:30 o’clock, May 29, 
at which time we expect to have the Secretary of the Interior, Mr. 
Chapman. 

(Whereupon, at 1:45 p. m., a recess was taken until Thursday, 
May 29, 1952, at 10: 30 a. m.) 
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MONDAY, JUNE 2, 1952 


CONGRESS OF THE UNITED STATES, 
Jornt CoMMITTEE ON Derense Propucrion, 
Washington, dD. CG. 


The committee met, pursuant to recess, at 10:10 o’clock a. m., in 
room P-63, United States Capitol Building, Senator J. W. Fulbright 
presiding. 

Present: Senator Fulbright, and Representatives Brown (vice 
chairman), and Patman. 

Senator Futsricutr. The committee willcometoorder. Ithink that 
several of the other members have other committee meetings and it is 
very unlikely that they will be able to come. 

The important thing is that we want to make the record and then 
the various parties in interest can go over it. It will be a basis for 
a report by the committee. 

There are several documents that I want to put into the record or 
be sure that they are in. 

One of them is Mr. Anderson’s memorandum dated May 16, 1952, 
to Mr. Fleischmann, which has already been inserted in the record 
(see p. J45). 

Senator Futsricutr. Also, a memorandum to me from Mr. Chad 
F. Calhoun, from the Kaiser Co., regarding the number of independent 
fabricators and their relationship to the three producers of primary 
aluminum. 

(The memorandum referred to follows:) 

May 28, 1952 

Memorandom for: Senator J. W. Fulbright. 

From: Chad F. Caihour 

Subject: Canadian Aluminum Deal. 

Reference: Statement of Congressman Emanuel Celler, chairman, Committee on 
the Judiciary, House of Representatives filed May 26, 1952, with the Joint 
Committee on Defense Production. 

Congressman Emanuel Celler has recently become a strong proponent of the 
proposed Canadian aluminum deal as recommended May 16, 1952, by Mr. Sam 


Anderson. 

Last year he had joined with all the members of the Subcommittee on the 
Study of Monopoly Power of the House Committee on the Judiciary, in signing 
a report (March 6, 1951) which recommended against making any deal with 
the Canadian company 

However, he has now completely reversed his prior position and now strongly 
advocates a deal with the Canadian company 

Judging from his May 26th statement filed with the Joint Committee on De- 
fense Production, he is either, (@) grossly misinformed, ()) conf 
facts or, (¢c) has unwittingly accepted erroneous and misleading material. 
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I feel quite sure that Congressman Celler has not intended to mislead the 
Joint Committee on Defense Production. However. some of his statements and 
inference convey an impression not consistent with the facts. 

This would perhaps not be important except that Congressman Celler appears 
to be basing his advocacy of the Canadian deal on misinformation. The facts 
can readily be obtained from official sources. You, no doubt, will wish to ascer- 
tain them from the source suggested herein and present them to the committee. 

Congressman Celler appears to be confused by the terms “fabricators” and 
“fabricating facilities.” 

He states: 

“To begin with my primary interest lies in the welfare of the 14,000 inde- 
pendent fabricators and the fifty-odd independent extruders of aluminum and 
aluminum products.” 

The inference here is that all these “fabricators” of aluminum use aluminum 
pig—the fact is only a few hundred use primary aluminum pig. 

All the other aluminum fabricators (of the thousands who manufacture 
aluminum products) obtain their raw material—i. e., semifabricated aluminum 
in the form of sheets—circles, extrusions, rod, wire and foil primarily from 
Kaiser, Reynolds, and Alcoa. 

It is these primary aluminum producers who furnish aluminum in those forms 
to the thousands of manufacturers of aluminum products. These manufacturers 
form the vast majority of the aluminum “fabricators” mentioned by Congress- 
man Celler. They do not use aluminum pig or ingot at all in their operations, 

Yet Congressman Celler states that his primary interest lies in the welfare 
of all these thousands of independent fabricators. 

The Aluminum Co. of Canada exports very little aluminum to this country 
in the forms needed by these thousands of manufacturers of finished aluminum 
products. The Canadian proposals relate to aluminum pig and ingot only. 

Thus it can be seen that Congressman Celler is using the figure of 14,000 
eroneously when only a very small number of the total aluminum processors 
use any aluminum pig at all. 

The three aluminum companies supply and continue to supply aluminum in 
the semifabricated forms—i, e., sheet, extrusions, etc., to these thousands of 
manufacturers, and are responsible for these manufacturers being in. business. 
The primary aluminum products need these thousands of “fabricators” to buy 
their products. 

Congressman Celler points out that Alcoa produces pots and pans—a finished 
product and that Reynolds Metals “fabricates” other finished products.’ 

He also states: 

“Kaiser also engaged in extensive fabricating operations.” 

The inference is that Kaiser Aluminum fabricates—i. e., manufactures similar 
finished aluminum products. This it does not do. 

Then the Congressman lumps all the intermediate processing facilities and des- 
ignates them as “fabricating facilities.” The inference is that the primary pro- 
ducers, Kaiser, Reynolds and Alcoa, use the major portion of their aluminum 
pig for their own manufacturing operations. 

This is far from the truth. 

The greater part of the product of these companies is processed—‘“fabricated” 
into semifinished or an intermediate product such as sheet, extrusion circles, rod, 
bar, wire—which in turn is sold to the thousands of aluminum “fabricators” 
whose businesses depend upon the three primary aluminum producers for their 
raw material. 

This is just the same as a stove manufacturer depends on a stee] company for 
sheet steel or a housebuilder depends on a lumber mill for dimensional lumber. 
The difference is that neither rolling steel sheets is termed fabricating nor is the 
sawing of logs into lumber. 

Thus Congressman Celler is confusing the term fabricating and fabricator in 
the aluminum business and conveying the impression that thousands of manu- 
facturers of aluminum products are being deprived of aluminum pig and ingot 
when most of them do not use pig and ingot at all. 

The Congressman also neglects to state that of the relatively small portion of 
aluminum processors that do use primary aluminum pig and ingot that it is only 
a portion who advocate the Canadian deal. 


*The amount of aluminum pig that Reynolds and Alcoa use for such purposes can 
readily be ascertained from NPA records. According to reports, this amount is relatively 
small 


ene 
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The point that these relatively few processors who support the current Cana- 
dian dea! can obtain aluminum directly from the Canadian company without the 
government contracting with Alcan is completely overlooked. 

Since the Congressman makes such a point of advocating the Canadian deal on 
erroneous information and assumptions, it appears pertinent to this current 
hearing that the facts from official Government sources be obtained. 

This can easily be done by committee request from the National Production 
Authority which has the basic information from which the facts can be compiled. 

Under the Controlled Materials Plan, every processor (fabricator) of aluminum 
in all its various forms files applications with NPA setting forth their base period 
use of aluminum by types. (Base period: first 6 months of 1950.) 

The NPA could compile for the committee : 

(a) The number and relative size (i. e., base period use in pounds of alum- 
inum pig) of the firms using primary aluminum pig and ingot. 

(b) The number and relative size (bese period use) of the firms using each 
type of semifinished aluminum—i. e., sheets, extrusions, etc. 

Congressman Celler also states: 

“Whereas it is estimated that some 17,000 independent fabricators were manu- 
facturing aluminum products prior to Korea, that number has now sunk to 
14,000.” 

There is considerable evidence indicating that this figure is not correct and 
that actually the number has increased rather than decreased. 

The inference, of course, by Congressman Celler is that the failure of the 
Kaiser, Reynolds, and Alcoa to supply alumintm pig has caused a great decrease 
from 17,000 to 14,000. The converse appears to be the truth. NPA records can 
accurately provile the correct answer. 

The information listed above can be compiled by the NPA from existing records, 
but will entail some work. The issues involved appear to justify the work 
necessary. 

Senator Fu.sricut. Also a letter and related material sent to me 
by the Honorable James H. Morrison, a member of Congress from 
Louisiana. 

(The letter and related material referred to follows:) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., May 26, 1952. 
Hon. J. W. FuLsrienr, 
United States Senate, Washington, D. C. 

DeaR SENATOR FuLBRIGHT: Inasmuch as I find it impossible to attend the 
hearings in connection with the proposed Canadian aluminum deal, I will appre- 
ciate it if you will allow me to file with the committee this enclosure which 
contains very pertinent information. 

I wish to take this opportunity to commend you on the position you took in 
the matter recently in Mr. Fleischmann’s office. I thought you handled the 
matter in a most excellent fashion, and I want you to know I am 100 percent 
behind you in the position you have taken 

If there is anything further I can do to assist in the matter, please do not 
hesitate to call on me. J 

With kindest personal regards, I remain, 

Sincerely yours, 
JAMES H. Morrison, 
Member of Congress. 
[Telemeter message] 
Curcaco, ILu., Vay 23, 1952. 
For: Mr. Manly Fleischmann, Administrator, Defense Production Administration, 
Washington 25, D. C. 

Dear Mr. FLEISCHMANN: I am advised that the Canadian aluminum scandal 
is about to break wide open. 

I am astounded to learn you refused to answer or discuss a perfectly proper 
and most important question regarding the proposed Canadian deal which the 
aluminum industry representatives asked you at the May 20 meeting in your 
office. I am astounded you would refuse to disclose this information that the 
public, the Congress, and the American aluminum industry is entitled to know. 
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Though you admitted at this meeting that the present American aluminum 
producers are fully capable of meeting the aluminum quantities proposed to be 
obtained through the Canadian deal, you abruptly replied, “I did not come to 
this meeting to be cross-examined.” 

Industry officials were merely trying to discover how you could possibly be 
favorably impressed with this mysteriously baffling Canadian deal. 

I beg you not to withhold information that the aluminum industry, Congress, 
the press, and the public should be entitled to know. 

Paramount in our democracy to which you have so gallantly given your talents 
and efforts is the principle that public officials in this country do not hide their 
actions and motives in secrecy. 

There was no classified or secret material involved and you did not take refuge 
in claiming there was. 

[ am sure that you do not wish, now on the eve of your departure from Gov- 
ernment, to be placed in the position of violating the traditional American prin- 
ciple that public officials with great responsibility do not automatically impose 
unjustified secrecy in performing their public duty. 

I would not want to see yOur marvelous personal devotion to defense marred 
by any precipitate action or to have you place yourself in the position of having to 
defend for a long time an apparently undefendable position, 

Henny J. KAISER. 


Senator Fuuerient. Also a statement from Congressman Norrell 
of Arkansas. 


(‘J he statement reterred to follows:) 


STATEMENT OF W. F. Norreci, A REPRESENTATIVE IN CONGRESS FROM THE STATE OF 
ARKANSAS 


Iam not qualified to state whether this Nation, and the so-called free world 
need an expansion of aluminum processing plants for additional production. The 
Defense Production Administration is charged with the responsibility of such 
a determination as the duly constituted Federal authority but, if there is need 
for such further expansion, I submit that all reason demands that this Govern- 


ment first promote expansion of our own industry before entering into any pur- 


chase agreement with another nation; and second, if that is considered undesir- 


able for monopolistic reasons, that companies other than the present large pro 


ducers be given contracts for the additional production found to be advisable. 


Senator FULBRIGHT. Also an art icle from the American Metal M ir- 
ket of April 1, 1952, in which Secretary Chapman, Secretary of the 
Interior, gives his views on any long-term agreement with Alcan. 

One sentence which is pertinent to this hearing is as follows: 

In his [Chapman’s] opinion, as long as there is room for an expansion program 
domes ally, long-range agreements with Alcan are not sound business. 

(‘T ie articl referred to follows fo 

[ Wednesday, April 1, 1952, American Metal Market] 


ALUMINUM 


ALUMINUM IMPORT PLAN NO SOUND SAYS CHAPMAN FAVORS DOMESTIC GROWTH 
FIRST OVER LONG-TERM ALCAN AGREEMENT 


WASHINGTON, April 1 Any long-term agreement with the Aluminum Co. of 
Canada for the import of aluminum is not sound so long as room exists for the 
further expansion of domestic capacity, Oscar Chapman, Secretary of the Interior, 


said here ina inte! ew 

The secretary was the most recent to express his views on a proposal put forward 
by Samuel Anderson, head of DPA’s Office of Aluminum that 800,000 tons of 
aluminum be imported annually from Canada between 1955 and 1959. and that 
domestic capacity be expanded by 15,000 tons annually. Like others, the Interior 
Secretary is re in favor of the latter part of the proposal, and says the neces- 


Sary inexpensive power to support such an expansion can be found 
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He pointed to the Hell's Canyon project on the Snake River in the Idaho- 
Oregon country as one of the possibilities. The site has a potential of 1,124,000 
kilowatts—sufficient for a good deal of aluminum production, he stated. 

Mr. Chapman said there was no doubt in his mind that the Snake River project 
was feasible, and that it would pay for itself. Nor had he any doubt about the 
practicality of the plan, he said. 

Mr. Chapman also said he agreed with the Anderson viewpoint that in time 
of any future conflict, power would be the most important shortage. Mr. An- 
derson had pointed out in support of his proposal to increase the stockpile of 
aluminum with Canadian imports and further domestic expansion, that a 
stockpile of aluminum ingot represented stored power which would serve to take 
the strain off electric-power facilities in time of any emergency. 

But the Secretary of the Interior feels that the import proposal would be 
asking too much of the American people, and pointed out that it was not the 
same as the Mutual Security Agency program or other international projects. 


In his opinion, as long as there is room for an expansion program domestically, 
long-range agreements with Alcan are not sound business. 
The Secretary also said he would like to see at least one more primary pro- 


ducer in the aluminum industry. 

He said that additional production from new facilities could be absorbed in 
the vears to come and in support of his view pointed to the expanding economy ; 
the needs of the stockpile; and growing civilian uses for the metal. He saw 
fjluminum as a “dynamic metal” with greaf possibilities for the future, and 
hence with great possibilities for additional expansion of capacity. 

Senator Fu.erieut. Our first witness this morning is the Secretary 
of Commerce, the Honorable Charles Sawver. 

We will refer here to his letter of May 23, which is already in the 
record | see p. 995), addressed to the chairman of this committee, the 
Honorable Burnet R. Maybank. 


STATEMENT OF CHARLES SAWYER, SECRETARY OF COMMERCE 


Senator Fursricur. What is the responsibility of your Depart- 
ment in the determinat on of the most desirable source for aluminum 
needed to meet the defense for stockpile purposes ¢ 

Secretary Sawyer. Well, the responsibility of my Department is 
n with the operations of the NPA. ful al. of course, 
we have a long range interest in the production of anv essentl il com- 
modity whether it is for defense purposes or otherwise. 

My interest in this originated about a veal and a half a 
particular problem which I understand you are Col sidering. when 
I attended a ceremony at which our Seere tary of State and the Cana- 
dian Ambassador signed—the exact date of it is October 26, 1950-—a 
statement of p1 in iples for economi cooperation. 

The first principle which was set forth in that document was in 
order to achieve an opthmnum production of woods essential for the 
common defense the two countries shal] develop a coordinated pro- 


involved In connectl 


ro, in the 


gram of requirements, production, and procurement. 

I assume, as I said in my testimony before the Celler commitee, 
that we signed that a rreement and that we meant what we said. As 
I have testified on one or two other oceasions, in view of o ir close 


economic and cultural ties with Canada which are closer than those 
with any other country, it seems to me that it is the part of wisdom 
to encourage and not disk ourage that objective. 

So far as the production of aluminum or the efforts made to secure 
aluminum are ca rned it i e ‘lear f all of the informati 
aluminum are concerned it S pretty eal rom alt of the 1ntormation 
which comes to mie that 1 the foreseeable fut ire we wll not have an 


adequate supply, certainly no excess supply of alumin im on this 
continent, and by “continent” I mean North America. 
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And it seems pretty clear that we should carry out our agreement 
with the Canadians. And in any effort to decide where we should 
get aluminum, Canada should be treated in connection with this agree- 
ment under a coordinated program of requirements, production and 
procurement. 

I know of no authentic information which indicates we are going 
to have a surplus of aluminum. 

Senator Futsrigut. Which agreement did you refer to? 

Secretary Sawyer. I am referring to the agreement that was signed 
between Canada and the United States on October 26, the one I men- 
tioned a moment ago, which was entitled, “A Statement of Principles 
for Economic Cooperation.” 

Representative Parman. Let me see a copy of that, if we have it 
available, Mr. Chairman. 

Senator Futerieut. I do not have a copy of that. 

Secretary Sawyer. I do not have the whole agreement here. I was 
referring to a statement which I made before Mr. Celler’s subcom- 
mittee a little over a year ago in which I made that statement. 

Representative Parman. I think it is very important that we have 
that. 

Secretary Sawyer. I will be very glad to furnish it to the committee 
if it is not immediately available. 

Senator Futsricut. That was Mr. Celler’s subcommittee on the 
study of monopoly; is that it? 

Secretary Sawyer. Yes. I testified before that committee on Febru- 
ary 7, 1951, in which I said, in substance, what I am saying here this 
morning, that so far as I could see we should get all of the aluminum 
we can as fast as we can and as cheaply as we can and wherever we 
can, and that included Canada. And I know nothing which has de- 
veloped since then to change that opinion. 

Senator Futsricnt. You know, Mr. Sawyer, at that time we tried 
very hard to get immediate supplies of aluminum from Canada and 
were unable to do so. 

Secretary Sawyer. I know I don’t know that. 

Senator Futsricut. Well, I can say that Mr. Charles Wilson, who 
was then the head of the DPA, told me in my office, along with other 
people, that he was negotiating with the Aluminum Co. of Canada try- 
ing to get 100,000 tons immediately. ‘This was last year. It was in 
September. 

He had been trying to do that prior to that time, but was unable 
to get any. 

This proposed contract does not call for any immediate shipment 
of aluminum to this country, does it? 

Secretary Sawyer. No; as I understand it, I would prefer not to get 
into the details of this contract, because while I am generally familiar 
with it I am not aware of all of the details. 

Senator Fu.sricut. I should not say contract. Let me correct the 
record. There is objection to that use of that word. It is simply a 
proposal which Mr. Anderson, of DPA, had requested from the Alcan 
Co. That is actually it. There is no contract, and no agreement of 
any kind. It is merely, as I understand it, that he requested that they 
submit a proposal. That is as far as it has gone. 1s that not your 
understanding? : 
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Secretary Sawyer. That is my understanding. 

Senator Futsrieur. It is not a contract. 

Secretary Sawyer. They are in the negotiating stage at the moment, 
but I think, Mr. Chairman, this should be said. You spoke a moment 
ago of our inability to get aluminum immediately. 

I think the background on this should include a survey of the situa- 
tion. At the time when the Canadian offer was made originally, 
Mr. Howe, whom you know, or know of, was here in this country; in 
fact, it was just at the time when this statement of principles for 
economic cooperation was agreed to by Secretary Acheson and the 
Canadian Ambassador. 

At that time they were undertaking to offer aluminum on a certain 
basis, and Mr. Symington, who was then the head mobilizer, the pred- 
ecessor of Mr. Wilson, whom you have mentioned, felt that the produc- 
tion of aluminum in Canada should not be encouraged. 

He and I had some exchange of correspondence. And as a result 
of the discouraging response which the Canadian offer had they then 
made a deal with the British. 

Now, the time that you mention is subsequent to that. 

It is true that later on, after the deal had been made with the 
British—and I am subject to correction on details—an effort was made 
to get aluminum immediately, and that is probably the time that you 
refer to when Charlie Wilson said he could not get it. 

Senator Futsrienr. As I understand it, they were willing to make 
available some aluminum immediately, provided there was attached 
to the main part of the contract a long-term agreement for our under- 
writing the taking of minimum amounts, which they specified, over 
the years up to 1960. That was coupled with the offer last year. 

Secretary Sawyer. I think even the negotiations you have just men- 
tioned involve some sort of commitment on both sides, but no offer that 
they have ever made, so far as I know, involves Uncle Sam putting up 
any money or guaranteeing anything. And, as a matter of fact, the 
price suggested was a cent and a half below the market. 

Senator Fuisrientr. No; it was not. It is the prevailing market 
in thiscountry. The cent and one-half is the duty. 

Secretary Sawyer. There was no premium p: aid. We were not pay- 
ing any more than we would pay otherwise. 

Senator Futsricur. No, it was an offer. That is the first offer we 
were considering in the previous meeting. That was the one where 
we agreed to take certain amounts, if they could not sell it in the 
civilian market. 

[ agree with you, as a general proposal, we all like the Canadians. 
And we want to be friends with them on a cultural basis and an 
economic basis. 

On the other hand, we know that they are quite able and willing to 
look after themselves, as evidenced, for example, by the increase in 
newsprint that they have put on. That is the third one within about 
2 years. 

They have almost complete control of our market, since we get 80 
percent of our supply from there. 

Just because we want to be friends we do not need to close our eyes 
and take whatever they want to give us. 

Their dollar is more valuable than ours, after all. It strikes me 
that there might be a little reciprocity on this friendship making be- 
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tween Canada and ourselves. They have done a much better job, in 
my opinion, in managing their economy than we have during the last 
5 years or the last 10 years, if you like. 

Secretary Sawyer. That would involve some politics, if you get 
into a discussion, a serious discussion of that. 

Senator Futsrientr. They have about $700,000,000 surplus this last 
vear. And they seem to have been doing a very good job, for which 
I am very glad. 

Tam only interested in seeing that they do not take too much advan- 
tage of us during the next 6 or 8 years. 

You are familiar with the fact, I believe, that it was the former 
Secretary of Commerce who gave the Canadians very large subsidies 
in the construction of their Shipsaw project during the last war, in 
1942 and 1943, a projec t over which we have no control now and which 
thev use for their own purposes. And I do not think it is all right. 
I objected to it then and I still object to it, but that is water over the 
dam. 

I see no reason why we should repeat that when it might well be 
possible for us to arrange for our sup ply domestically. 

I want to pinpoint one or two points. 

Do you, as Secretary of Commerce, have any responsibility for the 
stockpiling police: y—do you participate legally ? 

Secretary Sawyer. No. 

Senator Futsricnt. You have no responsibility ? 

Secretary Sawyer. No. 

Senator Futsrient. That is for buil ling the stockpile? I under- 
stood that in your testimony on February 7, 1951, that it was not one 
of your responsibilities. So that beyond the responsibility of being 
friends and good neighbors to Canada you have no particular respon- 
sibility in this project of stockpiling aluminum ? 

Secretary Sawyer. Well, I Gan 1 not go quite that far. 

In the first place, it involves more than the question of stockpiling. 
1 did not come here to testify at my own suggestion, Mr. Chairman, 
by the way. I came here because I was invited to. My interest in it 
is what I think the Secretary of Commerce would normally have, but 
I do have and have had since the time I previously mentioned a direct 
interest in the program of obtaining critical materials, because the 
NPA is in my department, under my supervision. 

Senator Futprient. One reason your were invited, I believe, is that 
you volunteered the letter of May 22, did you not? 

secretary SAWYER. I do not know whether I volunteered it or not. 
I was asked to write it, but I am not apologizing for it. 

Senator Futsricut. Well, no, I am not asking you to. 

Who asked you to write it? 

Secretary Sawyer. I do not remember. I sent it up here. I know 
I was asked to testify. 

Re ‘pre sentative Par MAN. I talked to the chairman of the committee 
about it and specifically requested that Mr. Sawyer be invited up 
here. 

Senator Futnrient. Invited up here. I recall that. Was this 
letter in response to that ? 

Representative Parman. I do not know anything about the letter. 
I have never heard of it before. What difference does it make? 

I am personally very glad that he is here. 
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Senator Futsricur. So am I, but I was just trying to find out just 
what his responsibility is in this. I am not critical of your being 
here at all. We need your advice. : 

Secretary Sawyer. | Sa oe you are not, because as I say I was in- 
vited to be here, but I do think that it may be perfectly proper 
for the Secret: iry of Commerce to express an opinion on this. And 
as I say, I havee xpresse <d it on earlier occasions. 

I would like, if I may, to clear up two points that you made 
moment ago. 

One is my feeling that when we are trying to get aluminum we 
should not leave Canada out and that is not based on an effort to 
give any largess to Canada or to do them any favor. 

I think we should keep our agreement which is the first point I 
want to make, 

Senator Futsricur. Which agreement are you talking about? 
Just to be friends? 

Secretary Sawyer. The statement of principles for economic coop 
eration which I thought was an agreement. 

Senator Fu.sricnr. I do not see how that conte mplates any specific 
agreement to buy so much aluminum at all. 

Secretary Sawyer. It does not. Of course it does not, but this is 
a very good place to apply it. 

Senator Futsrient. On that kind of a basis it seems to me that you 
could argue they are violating that same agreement by holding us up 
on newsprint, although I do not make that argument. It is a sim- 
ilar one. 

Secretary Sawyer. That involves a lot of discussion. I would ce 
tainly be deligh ted to see the price otf newsprint 
Canadian newsprint. 

It seems to me there again that it is a pretty fair illustration of the 
fact that the solution of these problems is largely getting enough sup 
ply. If there were enough newsprint produced in this country we 
would not be subject to any change in price by the Canadians 

Now the same prince] les, it seems to me, apply n connection with 
aluminum. We ought to get all we can. 

I would certainly not advocate paying the Canadians any premium, 
but I do not think under the terms of the negotiations that Mr. An 
derson is working on that our commitment to take, I think it 1s 200.000, 
as against their commitment to vive on all LOO,000, 1s any great con 
cession on our part to Canada. 

Senator Fu_sricur. 1 may say that proposal is one that has arisen 
since these hearings started. The original one, as you know, was 
quite different from that. 

Secretary Sawyer. That is right. 

Senator Futsricut. This is the latest one that he has had. 

Secretary Sawyer. The second point I would like to make is that 
I am not concerned with what went on under some preces ling Secre 
tary of Commerce. nor agreements that were made 3 or 4 years ago 

So far as I am concerned my only interest and the only purpose In 
coming wes as of this moment is to say that it seems to me wise to 
get the aluminum where we can, including Canada. That is al 
Thi it is my position boiled down into one sentence. 


] ‘ 
vO down. Liat S 
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Senator Futsricnr. I am very much concerned with what went 
on in the past. That is the only way I know to judge the effect now. 

Secretary Sawyer. You and Patrick Henry. 

Senator Fuinrient. I think they took advantage of us. I think 
the United States Treasury has been extremely liberal to the Alum- 
inum Co. of Canada. 

Secretary Sawyer. They have not behaved too badly to some of the 
aluminum companies in this country, either, have they? 

Senator Fursricutr. You see no distinction between the two? 
There is this big difference, that the aluminum companies in this 
country are presently subject to the orders of the Government, to 
the NPA. Every pound, if you need it, can be used in the defense 
effort, whereas in Canada we have no control over them. 

Secretary Sawyer. We are committed to take every pound they 
make, are we not, for a few years? 

Senator Fu.tericur. That is true, and they are committed to give 
it to us, and we have the control of it, which we do not have with 
Canada. It seems to me that is quite a difference. 

Secretary Sawyer. I am not talking against the domestic producers. 
As a matter of fact, I think we ought to encourage them all, but I do 
think we should not set up a wall and say that we will not take 
any from Canada. 

Senator Futerient. No one is proposing to do that. The only 
source of objection is this, that we had in 1946 and 1947 a surplus of 
aluminum in this country. I personally, at the request of the indus- 
try and others, did request the Government to stockpile aluminum. 
The Government would not do it. 

Secretary Sawyer. They were wrong and you were right. 

Senator Futsricut. Some of the pot lines slowed down. 

The president of the Aluminum Co. of Canada—and I imagine he 
is well-informed—stated in his annual statement to the stockholders 
that there could be these periods of surplus aluminum, and he and 
others anticipated that could happen. 

Secretary Sawyer. Right now he said that? 

Senator Fuericur. He said it in the meeting. I put it in the 
record in the last hearing. This is from Mr. Nathaniel Davis, on 
April 24, 1952. This is the quote. I will not read it all. 

As we view the future, there is likely to be dislocations and even difficult 
periods of oversupply when defense demands diminish in the face of rapidly 
expanded ingot-producing facilities, but the past and probable future relation- 
ship of aluminum to competitive materials, together with the extensive and 
highly developed fabricating capacity and industrialized market and the devel- 
opmental potential of other areas, should create over the years a healthy demand, 

The point is this: that they are very far-seeing and wise people. 

What they are anticipating under this offer was a period when they 
could not sell their aluminum, and they wanted the United States 
Government to take it. They were not offering, in either of those other 
offers, to give us any aluminum if the supply was tight, to give it to 
the Government stockpile. 

Secretary Sawyer. They were not offering to give it to us. 

Senator Futsriewtr. The essence of the agreement was that when 
we cannot sell it anywhere, we will sell it to Uncle Sam. 

Secretary Sawyer. Within limits. 
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Senator Fu.srient. Under such circumstances our own would be in 
the same situation. It is a floor or a guaranty of a certain amount 
from the Federal Treasury. There are several comments on that. 

Personally, I do not see why the Canadian Government, which is in 
much better shape than ours, does not do a little stockpiling, if they 
need it. I do not quite see why the Aluminum Co. of Canada needs 
it, since it is one of the most powerful companies in the world. It has 
a complete monopoly in Canada and is a very powerful force all over 
the world. 

Secretary Sawyer. Speaking of monopoly, I do not know what the 
opinion of the Department of Justice is as of this moment, but it 
would seem to me that before we dismiss this alternative supply as a 
possibility it might be well to find out what their attitude is. Maybe 
your committee knows that already. 

Senator Futsrieutr. Their opinion has been requested. It has not 
been received. 

However, I refer you to the judge’s decision on the aluminum case, 
in which he was much more critical of the monopoly characteristics 
of Alcan than he was of the domestic situation where there are now 
four producers. 

You did discuss this with Mr. Howe, I believe ¢ 

Secretary Sawyer. I did. 

Senator Fu.sricutr. Did you tell him you felt we should make such 
a contract ¢ 

Secretary Sawyer. I did not. I told him I thought we should in- 
clude Canada in our sources of supply. He asked me whether or not 
he should talk with Mr. Symington, and I said I thought that was an 
excellent idea, and he did it. 

Senator Fu.sricur. Have you talked to Mr. Howe recently, that is, 
this year ¢ 

Secretary Sawyer. Yes, I have. I talked to him on the telephone 
once or twice. 

Senator Futericur. How recently ? 

Secretary Sawyer. A week ago, or 2 weeks ago. 

Senator Futsrient. About this matter? 

Secretary Sawyer. About this, and several other matters, yes. 

Senator Futsrienr. What was the tenor of his discussion about this 
matter ¢ 

Secretary Sawyer. He was not pressing the matter at all. He has 
not, from the beginning. 

I said to him that I had not changed my mind, due to the fact that 
I thought part of the supply should come from Canada. 

We discussed this proposition of Alcoa to go into Alaska, where 
certain water rights are involved, which will be a case where we will 
have to ask, as I understand it, if the operation is put in Alaska, for 
certain concessions from one of the provinces in Canada with refer- 
ence to the water rights. 

I forget what other matters we discussed. 

Senator Futsrieur. This aluminum company is, of course, a private 
company—it is not a governmental company, is it ? 

Secretary Sawyer. I think it is a private company, of course, just 
like Alcoa in this country. 
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Senator Fu.srient. What is Mr. Howe’s particular interest in hav- 
ing this contract negotiated ? 

Secretary Sawyer. None, so far as I know. 

Senator Futsrient. You do not think he has any ¢ 

Secretary Sawyer. Personally, you mean ? 

Senator Futprienr. Yes. 

Secretary Sawyer. I am certain of it. 

Senator Fcierient. I mean, as an officer in the Canadian Govern- 
ment. 

Secretary Sawyer. Mr. Howe is a combination of my job in this 
country, plus the Defense Mobilizer, and eight others. He is a very 
important Government official there and a very fine man, in my jJudg- 
ment. He is a public-spirited man. He is interested in the progress 
of Canada. I may say I think he is also interested in the progress of 
the United States. He has given evidence of it. 

Senator Futerigur. Has anyone from the Canadian company itself 
discussed this with you? 

Secretary SAWYER. No. I have never discussed it with any official 
representative or employee of the Alcan. 

Senator Fu.ericnut. Except for Mr. Howe asking you about it, you 
have had no occasion really to go into it? 

Secretary Sawyer. He did not ask me about it. I talked with him 
about a number of things, and this was just mentioned casually, this 
one matter. 

Senator Futsrienur. I will put it aside. Other than his casually 
mentioning this matter to you, you had no occasion to become involved 
in it at all, did yout 

Secretary Sawyer. You mean involved in a discussion with him? 

Senator Fuisrient. In the matter of this negotiation of this pro 
posal ? 

Secretarv Sawyer. I am not negotiating the contract, 

Senator Futsrient. I know you are not. You had no occasion to 
have any interest in it other than that ? 

Secretary Sawyer. I have an interest in it, because as I have an- 
swered you three times I think it is pretty clear that as Secretary of 
Commerce I do have an interest in it. I do not control the stoc ky vile. 
I do not fix it. I do not negotiate these amortization certificate S, Sad 
I made no deal with either of the American companies who were 
financed, I mean, with whom the contracts are made, but I cert: uinly 
have an interest in the subject. In view of the fact that I was invited 
to come here and testify, I think perhaps it is all right for me to say 
what I think. 

Senator Futsrienr. It is certainly all right. 

I do not understand why you think I do not. I am trying to merely 
develop what is your interest and responsibility, and what is the 
signifies ance of your letter. 

Do I understand your letter correctly to mean that it is urging the 

committee to approve of the Canadian proposal ? 

Secretary Sawyer. No. I did not say so. The letter is pretty clear. 
The purpose of the letter and the purpose of my statement here today 
is to nde ate that I think we should not refuse in connection with the 
effort to produce additional supplies of aluminum, to take them from 
the Canadians if they offer a deal that is a sound one. That is about 
the substance of my opinion. 
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Senator Futsricur. Do you think we should do that, even though 
we could develop our domestic supplies to meet the estimated 
requirements ¢ 

Secretary Sawyer. I think from what I know now that you can 
make a better deal with the Canadians, I mean, including the 
Canadians in the whole picture, that it would produce a better rounded 
supply. I think it would please some of the independent domestic 
fabricators. 

I think it would also furnish a broader basis. And as I have said 
two or three time already, it would be in line with an agreement which 
we made with the Canadians which I think we ought to keep. 

Senator Futsricutr. You feel that if we do not do this it might hurt 
the feelings or alienate the Canadians / 

Secretary Sawyer. I do not know. I am not thinking about hurting 
their feelings or alienatingthem. Iam thinking about what is the fair 
and decent thing to do. 

I certainly hope that nothing we do will alienate the Canadians. 
They are closer to us in every way than any other country in the 
world. 

Our arrangements with them are on an extremely friendly and 
cooperative ‘basis. For instance, in export control which I have 
handled since I have been Secretary of Commerce, we do not have 
any export controls to Canada, but they cooperate and operate with 
us without any written arrangements whatever. It is a very happy 
and successful bit of international cooperation. 

Senator Futsricut. You referred in your letter to the Canadians’ 
supplies going to the small United States consumers. 

Secretary Sawyer. The fabricators. 

Senator Futsricur. The fabricators. Do you know that is true? 

Secretary Sawyer. I do not know it is true from personal visits that 
I have made. I have been told that. I would be surprised if it were 
not true, but I do not think it goes exclusively tothem. It gives them, 
I am told, a supply, that they are quite anxious to have this additional 
supply or this additional source of supply. 

Senator Futsricutr. We were told in the committee, I believe it is 
in one of the memoranda, that the Aluminum Co. of Canada has 
favored those customers W illing and able to make long term contracts, 
and that during 1951 it cut sharply its shipments to fabricators here 
who did not sign such contracts. 

Do you know at ythu ¢ about that ? 

Secretary Sawyer. No, I donot. That might be true. 

Senator Futesricutr. That is consistent with their offer to Mr. Wil- 
son to give us some aluminum now if we made this long-term con- 
tract. 

Secretary Sawyer. As I understood, what they were saying was that 
if they had a commitment which would justify the expenditure of 
about half a billion dollars they would go ahead and they would agree 
to turn over some of the aluminum which they have sold to the British 
and negotiate with the British to turn it over in the near future. 

From what I know of the contemplated contract now it does not 
run very far in the future. I think 6 years is the limit. 

I think the contracts that were made with the domestic producers 
were for 5 years. So there is not any great difference there. 


T9979 52 No. 19 R 
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Senator Futerienr. Well, the contract with the domestic producer 
is for 5 years, but there is the provision of 25 percent of their total 
production to the independent fabricators for an additional 15 years, 
making it 20 years altogether. Is that the contract you were speak- 
ing of ¢ 

Secretary Sawyer. I do not know, but I am sure it is true if you say 
itis. And I see nothing wrong with that. I think that is fine. 

Senator Futsrtent. It is true that Alcan of course has been free at 
all times to sell all it wants on the civilian market. 

Secretary Sawyer. Yes. 

Senator Futsricur. The tariff has been cut from, I think, 3 percent 
to 114 cents, has it not, within the last 5 years? 

Secretary Sawyer. I think so. 

Senator Futsricnr. I do not quite see why you think it is discrimi- 
nating if this Government does not underwrite the Alcan civilian mar- 
ket sales during the years 1955 to 1958. I do not quite see why we 
could be accused of dis. riminating against them. 

Secretary Sawyer. I do not think I used the word “discriminating,” 
although I am perfectly willing to accept it. 

Senator Futsricutr. You used it in your letter. 

Secretary Sawyer. It may be all right. I think we ought to get it 
where we can get it, including Canada. That is the substance of my 
statement. 

Senator Futsricutr. This is what I meant. This is your letter, It 
says that if there be an attractive opportunity to secure additional sup- 
plies of metal from Canada you think it would be discriminatory to 
decline to negotiate for it on a fair basis. 

Secretary Sawyer. You have read my letter since I have. I will 
still stand by that statement. 

Senator Fu.srigur. You think it is discriminatory. 

Secretary Sawyer. I think just what I said then. 

Senator Futsrient. Have you any questions ¢ 

Representative Parman. Yes, sir; I have some. 

Does the availability of raw materials in North America enter into 
this picture at all? 

Secretary Sawyer. By North America you mean the North Amer- 
ican Continent ¢ 

Representative Parmwan. That is right. 

Secretary Sawyer. Well, most of the bauxite, of course, comes from 
outside. It comes fromthe Caribbean. It comes from British Guinea 
and Dutch Guinea, Jamaica, where they have deposits. Although 
there is some in this country. 

Alcan, I understand, has the largest source of supply of bauxite of 
any company. I could be wrong about that. 

Representative Parman. Where is their principal source of supply ? 

Secretary Sawyer. I think they have it in both Dutch and British 
Guinea, and in Jamaica. They have very large deposits there. 

Representative Parman. Have they any appreciable supply in 
Canada ¢ 

Secretary Sawyer. I think not of bauxite ore. I do not think so. 

Representative Parman. What about the United States? 

Secretary Sawyer. There is no large supply in the United States. 
There is a large supply, but it is relatively mostly in these outside 
sources. So we do have a problem of transportation. 
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Representative Parman. I thought we had a pretty good supply 
in Arkansas. 

Secretary Sawyer. There is bauxite there. 

Senator Futsricutr. About 30 percent of the total production of 
this country. 

Secretary Sawyer. It is a substantial amount. 

Representative Parman. Where is it located principally in 
Arkansas ¢ 

Secretary Sawyer. You say it is. 

Representative Parman. Where is it ? 

Senator Fursricutr. It centers around a town called Bauxite, 
Bauxite and Little Rock. There is a new deposit just being de- 
veloped at the old Soldiers’ Home right outside of Little Rock. 

It centers in the middle of the State, between Benton, Bauxite, and 
Little Rock. We used to say that 95 percent of the domestic high- 
grade deposits were in that area. 

There are, of course, much larger deposits of the lower grade which 
they are gradually going into now. 

Representative Parman. Can they beneficiate it ? 

Senator Fursricur. That is right. They are beginning to de- 
velop methods to use it. 

Representative Parman. About 30 percent of the entire supply in 
the United States is there? 

Senator Futsricur. Yes; of the domestic supply, about 30 percent. 

Secretary Sawyer. It is a substantial percentage, but it could not 
support the aluminum industry. 

Representative Parman. That is my next question. 

What is the total estimated supply in the entire Nation ¢ 

Senator Futsricur. You mean in tonnage? It was a million and 
one-half tons at the end of the present period. 

Representative Parman. I am talking about the potential supply, 
I mean the available reserve. 

Senator Futsricur. I do not know that. 

Secretary Sawyer. You mean of bauxite? 

Representative Parman. This is 30 percent of something. 

Secretary Sawyer. It is 30 percent of the whole available supply 
on the North American continent. 

Representative Parman. We have to know how much there is to 
know what the 30 percent is. 

Senator Futpricut. We have some people available who have these 
statistics. I have seen them. My understanding is that of the pres- 
ent production of pig, about 30 percent comes from ores mined in the 
United States. That is what I had in mind. 

Representative Parman. That is my understanding, too. 

I understood from your statement that you have 30 percent of the 
reserves of bauxite in the area there in Arkansas, in that particular 
area, 

Senator Futsricur. Here are the figures. In 1951 the total pro- 
duction—this is in long tons 

Representative Parman. That is still not the figure that I want. | 
am talking about reserves. 

Senator Futsricur. Do we have the reserves; that is, the estimated 
reserves? We will get that and put it in the record. 
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(The information referred to follows :) 
BAUXITE 


The best source of aluminum is bauxite. For economical commercial use 
the deposits should contain at least 48 percent or more alumina-oxide content, 
and not more than 15 pereent of silica. Deposits containing 55 percent or more 
of alumina and 7 percent or less of silica are considered to be high grade. 
Only a small part of the world’s supply meets these requirements. The less 
the alumina content and the higher the amount of silica, the more expensive it is 
to try to produce aluminum. 

Gauxite is found in many parts of the world, principally in tropical regions. 
The world reserves of commercial-grade bauxite in millions of metric tons are 
estimated as follows: 


Estimated reserves of bauwvite 


Percent 
Metric slumina- 
tons oxide 
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Source: Bureau of Mines, Department of the Interior. 
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Representative Parman. This 30 percent is 30 percent of something. 
What is it of? 

Senator Futsricur. I will give you the figures. 

Representative Parman. Thirty percent 6f the production? I un- 
derstood, I thought you said 30 percent of the bauxite of the United 
States was located in Arkansas. 

Senator Futsrient. Ninety-five percent of the high-grade bauxite 
is in Arkansas. 

Representative Parman. Ninety-five percent of what ? 

Senator Futsricut. In the United States, of the total. 

Representative Parman. How much in the United States? 

Senator Fuierient. I do not have that. I can get it. 

(The information referred to follows :) 

Domestic mine production of bauxite according to the Bureau of Mines, United 
States Department of the Interior, for the year 1951 was 1,864,076 tons. This 
was the greatest production in 7 years and approximately 40 percent more than 
1950. Arkansas produced 98 percent of the domestic bauxite in 1951. 


| 
Mine | luct ] silent 
General 
ital new 
Year port a: 
Alabama and) Total United shipped _—_~ 
Arkansas Geos Stat 
eu a Obet ODS 
1947 1, 153, 563 48, 492 1, 202, 055 1, 821, 580 3, 023, 635 
1948 1, 39 41 61, 807 1, 457, 148 2, 488, 91 046, 063 
1949 1, 004, 924 , 868 1, 148, 792 2, 688, 164 |, 836, 956 
1950 aie 07. 335 27 a l 4, 527 2, SOK, O7F 843, 497 
1951 (preliminar 1, S31, 30¢ 2,770 1, 864, OTE 2, 847, 285 4,711, 361 
Source: Bureau of Mines Quarterly Bauxite Report No. 24 


Representative Parman. I feel that it is important, because in the 
consideration of letting some outside concern prod ice aluminum I 
think we ought to consider how much of the raw material we have on 
hand. Do you not think so, Mr. Secretary ¢ 

Secretary Sawyer. Yes, Ido. As 1 said, the availability of bauxite 
is, of course, a tremendous factor in the solution of this problem. And 
most of it. that is, assuming that the Senator’s figures are correct, and I 
am sure they are, at least 75 percent of the bauxite now used comes 
from outside of the North American continent. 

(The following was supplied with refere ce to the above :) 


United States imports of bauxite from principal countries 
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Actual consumption of bauxite in the United States 


[Long tons] 


United 





ae United 
Year States pro-| Imports Supply | Exports | States con- 
| duction! | | | sumption 
| 
1947 tL esiPe 1, 202, 055 | 1, 821, 580 | 3, 023, 635 80,179 | 2, 564, 442 
1948 | 1,457,148 | 2,488,915 | 3,946, 063 | 46,220 | 2,723,140 
1949 1,148,792 | 2, 688, 164 3, 836, 956 34, 005 2, 677, 733 
1950 | 1,334,527 | 2,476,677 3, 811, 204 | 37, 150 3, 332, 803 
1951 ? | 1, 864,076 | 2,847,285 | 4,711,361 | 71,205 | 34) 140, 136 
| | 


-_— —$——$$_—____ — — J — _ ——— 


! Production figures are shipments from mines. 
? Preliminary 
3 Estimated. 


Source: Bureau of Mines, Department of the Interior 


Representative Parman. Could you give us a parallel on this pro- 
posed contract and what the American companies offered, to show the 
benefits and advantages, if any? Of course, one benefit is that we 
naturally prefer domestic producers, all things being equal. I think 
we all agree to that. 

Next the availability of the raw materials should be considered. 

Our raw materials are limited, I assume from what the Senator said 
and from what little knowledge I have of it. Canada does not have 
any bauxite in Canada, but she has her possessions that have the raw 
bauxite material. 

Secretary Sawyer. Not her possessions. 

Representative Parman. I mean the English. 

Secretary Sawyer. She gets hers just where Alcoa and the rest gets 
theirs. 

Representative Patman. There would not be any advantage there 
then considering the two. Our companies get the raw material from 
the same place, principally, that the Canadian company gets its. 

Secretary Sawyer. I do not know whether they get it from the same 
place. They get at least 70 percent. from outside of the United States 
according to the Senator’s figures. 

Representative Parman. If this proposed contract were to be 
adopted, would we have to give the Canadian company any par- 
ticular construction money or expansion money ¢ 

Secretary Sawyer. None whatever, as I understand it. 

Representative Parman. It isa pretty large company itself, in other 
words, the Canadian company is larger than any of our companies, is 
it not? 











DEFENSE PRODUCTION ACT 1045 


(The following was supplied with reference to the above :) 


Aluminum production program, 1950-55 


[Thousands of tons] 


= , ' eines napenaiie : ——-; 

| | ‘ | | Total 

Alcoa! | Reynolds'!; Kaiser Anaconda | United Alcan ? 

| | | | States 
Sh ee ae a aang — | — = 
1950 354 216 149 719 | 417 
1951 425 243 168 R36 | 444 
1952 506 209 225 1,036 | 496 
1953 609 393 308 17 1,387 | 540 
1954 659 416 407 48 1, 530.| 551 
1955 585 408 411 50 1,454 600 


! Figures includ* government subsidized high-cost prod iction averaging about 92,000 tons annually during 
1951-54 but d-opned in 1955 : 

2 Figures based on optimum utilization of the companies’ power resources (including those in process of 
development), together with purchased power under firm contract 


Source: Office of Aluminum, DPA; Aluminum Co. of Canada, Ltd., prospectus dated May 20, 1952 


Distribution of production, Aluminum Co. of Canada, 1947-51 


[Short tons] 


| 
1947 1948 1949 1950 } 1951 
United Kingdom 120, 100 160, 400 161, 500 146, 600 200, 200 
United States 15, 400 88 000 | 73, 700 | 162, 600 103, 300 
Canada 49, 300 64, 200 | 57, 900 66, 100 86, 500 
Others | 93, 100 78, 100 | 53, 000 41, 700 53, 900 
Total | 277,900 | 390, 700 346, 100 417, 000 443, 900 
| 


Source: Aluminum Co. of Canada, Ltd., prospectus dated May 20, 1952 


Secretary Sawyer. I do not think so, but I may be wrong about that. 
I do not know what the size of it is. I am not interested in—— 

Representative Parman. I was told that it was at least as large. 

Secretary Sawyer. It is a very large company. 

Representative Parman. If not larger. 

Senator Futsricur. I do not think it is quite as large as Alcoa. 

Secretary Sawyer. That is my understanding. 

Senator Futsrienr. It has as estimated this year, about 450,000 
tons, and Alcoa, I think, after their present expansion will run up to 
around 750,000 or 800,000 tons. 

Representative Parman. I did not know it was that way. 

Senator Fuisricur. After the present expansion is completed. 

Representative Parman. I am not familiar with that. I do not 
know. 

Now then what would we have to do if we signed this contract in the 
way of future commitments? What will we have to agree to do? 

Secretary Sawyer. As I understand it, we are not asked to put up 
any money. We could not, of course, be asked to give any amortiza- 
tion such as we have given to the domestic companies. 

We are asked to commit ourselves until 1958 to take not more than, 
that is, the commitment does not go over 200,000 tons. 

Representative Parman. Two hundred thousand tons? 

Secretary Sawyer. They can give us, if we want, 400,000 tons for our 
stockpile. We can get that over that period of time. 

Representative Parman. Indicate the time. You mean over this 
whole period ¢ 
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Secretary Sawyer. Over the whole period, yes. 

Representative Parman. Two hundred thousand tons? 

Secretary Sawyer. I was handed this just as I came up here, this 
letter which I think the committee has of Mr. Anderson’s which states 
that in 1952 it is 80,000. 

They have three columns entitled “Guaranteed minimum amounts 
of aluminum pig to be offered to United buyers and, maximum con- 
tingent li: a of United States Government to purchase aluminum 
on request of Alean if commercial customers cannot be found, and, 
maximum amount of aluminum subject to call by United States Gov- 
ernment in its discretion.” 

In 1954, the last two figures are the figures that you are asking 
about, our liability to take is only 25,000 tons and their liability to 
give us, if we call for it, is 50,000 tons, 

Representative Parman. I have the figures here in a letter. I did 
not know I had it. It is from Mr. Anderson. 

Secretary Sawyer. That is it. 

Representative Parman. It is from Mr. Anderson to the chairman 
of the committee. 

Secretary Sawyer. That is it. 

Representative Patrman. In other words, the second column there 
indicates the amount, the maximum that the United States would be 
required to take ? 

Secretary Sawyer. To buy, that is right. 

Representative Parman. To buy ¢ Y 

Secretary Sawyer. Up through 1958 it would be 200,000 tons. On 
the other hand, thev will be obliged to give, if we ask for it, 400,000 
tons. , 

Representative Parman. That is, to sell to us? 

secretary SAWYER. There is no commitment beyond that, so far as 
I know. 

Represet tative Pat MAN, No commitment—w hat is the price? 

Secretary Sawyer. The current price, I assume. 

Representative Parman. The current price / 

Secretary SAWYER. Yes. 

Representative PATMAN. What about the tariff dutv of 114 cents? 
How is it disposed of ? , D 

Secretary Sawyer. I do not know what the contract says about that. 
I do not know that it is mentioned here. 

senator Fursricut. They just pay it. 

Secretary Sawyer. I think it is duty-paid? ves. 

Representative Parman. All right. What are the advantages or 
disadvantages with dealing with our own companies here in the United 
States, the three large aluminum companies, instead of the Canadian 
company ¢ ° 

First. do they want tax amortization ? 

Secretary Sawyer. I think they have it already. 

Representative Parman. They have had that on the expansion pro- 
eram. so far, [ assume / 

Secretary Sawyer. Yes. IT understand that Alcoa has made an offer 
recently which ine} lentally it seemed to me was a very eood offer 
which involved some operation that I think is in Alaska. 

Senator Furerient. That is right. 
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Secretary Sawyer. And that involves the power matter that I spoke 
about awhile ago in answer to Senator Fulbright’s question. 

What I heard of that offer, it sounded like a very good offer to me. 

Representative Parman. Why can we not have a breakdown for the 
domestic companies like we have for the Canadian company? We 
have here something definite from Mr. Anderson as to what we expect 
if we deal with Canada. I would like to know what we can expect if 
we deal with the three domestic companies. 

Secretary Sawyer. | think we have an agreement with them now, 
Mr. Patman. 

Representative Parman. Does that anticipate a further expansion 
program ¢ 

Secretary Sawyer. You mean for the domestic companies ¢ 

Representative Parman. Yes. 

Secretary Sawyer. That is being discussed. 

Representative Parman. In lieu of the Canadian company, I want 
only that part of the expansion that would offset the Canadian com- 
pany. 

Secretary Sawyer. I do not know, as a matter of fact, what they 
have offered. I do know that there has been a cliscussion of possibility 
of getting some smaller companies in. I think the problem there is 
largely one of financing. 

I discussed it with Congressman Celler. And he is pretty well 
convinced, I think, that the smaller companies are not in a position to 
finance any very large expansion unless the Government olves them 
the money. You can get anybody to go ahead and put in a plant if 
the Government gives them the money; at least, I think so. 

R *presentative PATMAN., What would be the score if we deal with 
these American companies, instead of the Canadian company? How 
will we be benefited or placed at a disadvantage in comparison with 
the Canadian proposal? That is what I am trying to find out. 

Secretary Sawyer. I do not know what specific offers they have 
made. The one | heard the other day from Aleoa sounded like | 
pretty good offer. 

Personally, I would like to try to make a deal with all of them. I 
would not make too large a commitment. It does not seem to me 
that 200,000 tons spread over until 1958 is a serious commitment. 

Representative PatrTMan. It does not seem very large in comparison 
with the annual production. 

Secretarv Sawyer. It does not seem so to me. That is exactly the 
way it strikes me. 

Representative Parman. And you think it would be well to deal 
with all of the companies, I mean the three companies here ¢ 

Secretary Sawyer. Oh, sure. 

Representative Parman. And the other? 

Secretary Sawyer. Yes; I would certainly deal with the three 
companies. 

Representative PArman. I would still like to know what the Amer- 
ican situation is? Do you know what it is 

Senator Futerieutr. As I understand the situation, this latest letter 
from Mr. Anderson is not a proposal from the Canadians, but is a 
result of the hearings we have had. He is ak ing us his idea of what 
would be a ron d deal if they can do it. I do not think he has entered 
into any negotiations. 
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The previous proposal which we have discussed is quite different 
from this, involving a good deal more aluminum, 450,000 tons. And 
there was no obligation for them to put any aluminum here. It was 
simply if they could not sell it on the domestic market we would then 
take it. And you say it involved no commitment. Mr. Anderson 
testified that they would have to earmark $132,000,000, I think, of 
their present appropriation to service such a commitment if they made 
the one that was under discussion or that was the first proposal. 

So, I would not say it was without any liability. It was a very 
large liability if there should develop a weak domestic market during 
those years. If there was a strong market, and they did not wish to 
give the Government any, we did not have to take any. And, of 
course, it would not cost anything. And we would not get the alumi- 
num in the stockpile. 

This proposal is a new one which just was submitted. And it is only 
Mr. Anderson’s idea of what would be a good proposal, if they went 
through with it. 

It is not my understanding that the Canadians have accepted this 
or indicated that they will take it. 

Secretary Sawyer. I was discussing it as what appeared to be the 
current thinking of Mr. Anderson and the DPA on this thing which 
seems to be a pretty good deal. 

Senator Futsrient. Much better than the one which occasioned 
these hearings, I will say. 

Secretary Sawyer. Maybe you have accomplished something, who 
knows. 

Senator Futsricut. An entirely different proposal. 

Secretary Sawyer. These hearings occasionally have a good result; 
do they not ? 

Senator Fursrient. I understand this to be the position of the 
domestic companies ; that they will be given the same kind of guaranty 
that was being discussed in the previous proposal—that is, if it were, 
and they would undertake to expand production to meet the require- 
ments—but that proposal has not been given to them. 

I want to correct the record a little bit. All of this expansion that 
is taking place is not with Government money. I happen to know 
that the expansion in Arkansas was financed by private money; that 
they floated a loan in the private market. It was not Government 
money. 

It is true that they have on some of these facilities, at least in a large 
part of them, 5-year amortization. But there is this big difference: 
On any expansion in this country it remains forever under the control 
of the Government, and whenever we need aluminum in the future we 
can get it, whereas that is not so with Canada, as proved by our help 
in their expansion in the last war when we put ina great deal of money. 
It is nearly $500,000,000 that the Canadian company has had from 
this country in the purchase of aluminum when taken from all sources. 
And we end up without control of that source of supply. 

What is really, I think, involved in this whole proposal is an effort 
to protect themselves against the possibility of a very weak market 
during the coming years. That is the mofive. 

Secretary Sawyer. They are not different from any other company 
in that respect. ; 
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Senator Futsricut. Certainly not. There is nothing wrong with 
that. Everybody is seeking to get as favorable treatment as they can. 

The only point I have is, Is it favorable to the United States to make 
the contract? That is all that is involved. There is nothing myste- 
rious about it. 

I think the fact is quite clear why they would like such a contract. 

Secretary Sawyer. I think we have been much more careless in some 
other areas than we have in dealing with the Canadian company. I 
mean, outside of the United States. 

Senator Futsrient. I certainly would not undertake to defend all 
of the dealings that the Government has had; but, any time one comes 
to your attention, try to make the best deal you can out of it. 

Represe ntative Parman. What is the present production of alu- 
minum in the United States? 

Senator Fu.sricutr. This time next year it is estimated to be 1,500,- 
000-plus tons. Presently they are running, I think, a little over 1,000,- 
000 tons. 

Secretary Sawyer. About 1,100,000 tons. 

Senator Fu.sricnr. At the end of the present already planned ex- 
pansion in this country, it will be increased. 

Representative Parman. I do not know whether it is important 
or not; these figures are pretty small in comparison with those. 

Senator Fu.sricutr. They have been greatly reduced since the 
original proposal. 

We have had testimony in our record here conce ‘rning the cent and 
one-half. Offsetting the cent-and-one-half advantage which they 
plead as a favorable factor in this, you have about 6 cents : pound 
taxes paid by the domestic companies, if that is important. I do not 
think that the cent and one-half is a valid argument for it, but if you 
want to use that as an advantage to the Government you have four 
times as much taxes per pound of aluminum as you would collect on 
an import tax. 

The Government, as I understand it, under their present commit- 
ments to take this aluminum, which they do, have thus a commitment 
to the domestic companies. 

Representative Parman. Now? 

Senator Futsrienr. During this period. 

Secretary Sawyer. For 5 years. 

Senator Funsrienr. If you have this weak market and the Govern- 
ment is faced with the necessity of purchasing this aluminum for the 
stockpile, if you give this contract to Canada, you add that much 
more. Supposing it is a very weak market, you would have $132,000,- 
000 of Government funds that you would have to pay to the Canadian 
company on top of what you would have to pay here, which would 
be far greater, it is true; but this does not involve any expansion. The 
Canadians are not undertaking to expand their production as the 
result of this contract. They are already under way with their proj- 
ect. They are going to build it anyway. It does not increase the total 
available supply of aluminum, whether they make it or do not, as 
among all of the countries. That is not involved at all. 

I would agree in the case of all-out war I am sure their aluminum, 
and ours, would be available for the common defense. I do not think 
that is an element. 
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As I see it, the whole element is an effort to protect themselves 
against a weak market at the expense of the United States Treasury. 
That is, I think, the main element in the whole negotiation, whether 
you want to admit it or not. 

Secretary Sawyer. An effort to protect ourselves in case of all-out 
war, which you mentioned, when we should have, probably, a far 
greater sup ply than now. 

Senator Fu.sricur. If there is anything in this friendship idea, I 
think that would come into play if there is an all-out war. I do not see 
why Canada does not feel called upon to make some contribution to 
the stockpile program. 

Secretary Sawyer. To our stockpile program ? 

Senator Futsricut. To the common stockpile. We will call it the 
United Nations stockpile. 

Secretary Sawyer. They are making a commitment under Mr. An- 
derson’s suggestion of 400,000 tons. 

Senator Fu.srient. Under the newest proposal. 

Secretary Sawyer. That is the one I am discussing. 

Senator Futsricur. I thought from the release from your Depart- 
ment on May 22, which was only a couple of weeks ago, that you antic- 
ips ated a much easier situation in aluminum. 

Secretary Sawyer. Not everyone in my De ‘partment agrees on 
everything, but there has been some easing, of course, in all of the 
strategic material areas, but looking at the thing from a long-range 
standpoint it does seem to me, and others have expressed this feeling, 
this opinion : that the uses of aluminum will increase; that the demand 
for aluminum will be maintained, and that it is well for us to have an 
adequate supply. I certainly agree with you that we should stock- 
~~ I assume that is your position, 

Senator Futsricut. Yes; that is not involved. The availability of 
cleans ite supplies and stockpiling is not in controversy. That is not 
the point. It is who does it and at what cost. That is all that is really 
involved. W bether it is advantageous to commit this Government to 
this contingent contract with the Canadian company, whether it is 
more advantageous to make a similar commitment, if you like, with 
the domestic companies. 

Secretary Sawyer. Did you have any more questions, Mr. Chair- 
man ¢ 

Senator Futsrient. I do not have any. 

Representative Parman. I do not have any. 

Secretary Sawyer. I thank you for the invitation to come and for 
the very courteous treatment you have given me in the questioning. 

Senator Fu.sricut. I appreciate your taking the time to come up. 

For the record, not to be printed in the record, there are telegrams 
here and letters from fabricators, one group in favor of the so-called 
proposal and one group in opposition. 

Representative Parman. I know that the record will be made more 
voluminous on account of these, but I would like to have them 
published. 

Senator Futsrient. There is a terrific number of them. 

Representative Parman. They went to the trouble and expense of 
sending the telegrams. I would like to see what they are. 

have not seen them. I have not seen either side. I do not know 
anything about them. 
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Senator Futsrieut. They are very similar in content. Naturally, 
they would be. 

Representative Parman. I think they should go in. 

Senator Fuusricur. All right. That will be done. They will be 
inserted at the end of the testimony. 

(The letters and telegrams referred to will be found in the appen- 
dix, p. 1073. ) 

Senator Fu.tsrieutr. Secretary Chapman was scheduled to appear 
last Thursday, but the committee had to cancel that hearing on ac- 
count of work in the Senate, and he could not be here today on account 
of his absence from the city, but he has submitted a statement which 
I wish to put in the record at this time. 

As I understand it, the Secretary of the Interior has a responsi- 
bility in the stock piling program, together with the Munitions Board. 
He, of course, has a very great interest in the proper solution of this 
problem. 

He, also, has in addition to his interest and responsibility in stock- 
piling avery great interest in the success of the domestic expansion 
program, particularly with regard to power which his Department 
has furnished through long term contracts with some of the domestic 
companies. So I think among the Cabinet oflicers he, probably, has 
the greatest interest of anyone. So his statement will be made a part 
of the record. 

(The statement referred to follows:) 


STATEMENT OF OscaAR L. CHAPMAN, SECRETARY OF THE DEPARTMENT OF Ht 
INTERIOR 


I am glad to appear before this committee this morning in response to your 
request that I express my views on proposed arrangements between the Unite 
States and the Aluminum Co. of Canada 


Before I discuss this matter, I feel it is desirable that I make clear to the 
committee that the Department of th Interior is no longer responsible fo pro 
graming additional alumil ) Capacity for the defense progiam, nor does it 


have the authority to recommend tinancial assistance, purchase arrangements, or 
other forms of economic aid necesary to facilitate such expansion These are, as 
you know, the functions of the Defense Production Administration and the De 
fense Materials Procurement Administration I understand that officials of these 
agencies have already testified before the committee. 

I am very much interested in the aluminum problem, however, for nry respon- 
sibi ities for defense powe supplies and the stockp ing Of strategic materilais 
have a direct bearing on the further development of the aluminum program 
In addition, as a member of the Defense Mobilization Board, I am concerned 
with general policy questions which arise in connection with the defense program. 

While I understand that there have been several proposals made by Alcan 
within the past few months, I believe that the most recent, which expired on 
May 18, would assure the export of minimum, specified amounts of aluminum to 
the United States through 1958. The United States would be obliged to p 
chase approximately 450,000 tons of this aluminum between 1954 and 1947 if 
these quantities, apportioned year by year, cou!d not be sold directly to American 
fabricators. I am not attempting to describe the details of these proposals, for 
I know that Mr. Fleischmann and Mr. Anderson have ajready discussed them 
with you 

It is my understanding that the Alcan offers provide no increase in imports 
before 1954, but substantial increases in imports between 195! and 1958; 1954 
is, of course, the year in which Alean’s Kitimat project in British Columbia is 
scheduled to have its initial production. I am informed that Alcan has stated 
to DPA that if its latest offer were accepted, expansion of its smelting capacity 
beyond that currently scheduled probab!y will be required I have little doubt 
that an arrangement with the United States along the lines indicated would 
facilitate the financing of such additional expansion—at Kitimat or elsewhere. 
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I know that, in addition to the description of the details of the proposed 
agreements, earlier witnesses have also provided you with a picture of the 
current and prospective domestic production picture. In order, however, to 
discuss the aluminum situation with you more meaningfully, I should like to run 
through the significant data once again. 

This year, United States primary aluminum production is scheduled to be a 
little over 1 million tons. This is 300,000 tons, or over 40 percent greater than 
that produced in 1950. Our present target, as I understand it, will provide an 
additional 400,000 tons by 1955. The total increase in our primary production 
capacity between 1950 and 1955 is scheduled to be about 100 percent. I want 
to remind you, however, that roughly 80,000 tons of this capacity consists of high- 
cost production at Massena, N, Y., and Badin, N. C., for every pound of which 
the United States is paying a premium. Our total aluminum supply from all 
sources—primary, secondary, and imports—by 1955 is expected to be about 
2 million tons. It is the current DPA position, I believe, that requirements— 
defense and cj vilian—will be more or less in balance with supply beginning some- 
time in 1953 and through 1955. Our present policies with respect to acquisi- 
tions for the stockpile mean, however, that we will not be making satisfactory 
progress by 1955 in reaching our stockpile goal for aluminum. From the testi- 
mony of Mr. Anderson before this committee on Monday, I assume the DPA 
estimate of the supply-demand relationship is in process of reconsideration, in 
that it may provide adequately for the free growth in demand for aluminum 
products in the years ahead. 

I share this expansionist philosophy with regard to the aluminum industry. 
Indeed, I support generally basic expansion in the economy conceived both as 
enlarging our mobilization base and as providing the resources required by an 
ever-expanding economy for peace. It is clear that we are still in the beginning 
stages of an “age of light metals.” Thus we need not be afraid of domestic 
expansion of aluminum if it is economically based upon low-cost power. I see 
no danger of long-run overcapacity since I feel that provision of supply will 
stimulate efforts to find new uses. 

With regard to the needs of total mobilization for war, the Munitions Board 
has already indicated to the committee that its studies currently in process will 
reveal the need for increased supplies above presently programed levels, taking 
account of minimum essential civilian needs. 

A corollary of this increased need for total mobilization is a need for in- 
creasing our stockpile goal. In view of my responsibility under the Strategic 
and Critical Material Stock Piling Act, as amended in 1946, I am particularly 
concerned, along with the Munitions Board, with this matter. I have only 
hastily reviewed the suggestions that Mr. Anderson has recently made which 
would have the effect of broadening the objective of the aluminum stockpile. 
His conception of the stockpile, as in effect a storehouse of electric power, is 
particularly interesting to me in view of my concern with electric power supply 
in the defense effort. 

The combination of facts—the prospect of increased full mobilization re- 
quirements, a larger stockpile objective and an expanded civilian peacetime 
market for aluminum—points to the desirability of further expansion of pri- 
mary aluminum capacity. It would not be appropriate for me, however, to sug- 
gest an estimate of the size of this additional expansion. 

Where should we look for this expansion? If those responsible for meeting 
our defense and stockpile objectives were to indicate an emergent need for short 
term acquisitions of aluminum beyond our present rates, I can see no objection 
to an interim arrangement with Alcan under appropriate terms. However, from 
my understanding of the Alcan proposal, we are not being offered increased 
supplies until 1954. A long term proposal—and I consider the 1954-58 proposi- 
tion a long term proposal—is a somewhat different matter. I should hesitate 
to endorse a proposal of this sort without investigating intensively alternative 
economic possibilities for the expansion of domestic capacity. I believe there is 
a range of aluminum expansion possibilities within the United States and Alaska, 
based on low electric power costs. Given sufficient lead time, these possibilities 
include further development of power from natural gas or lignite in the South- 
west or in the upper Missouri Basin. Improved technology is making power from 
coal along the Ohio River increasingly attractive for aluminum production. 
Further development of hydropower in the Pacific Northwest is another im- 
portant alternative. The development of the St. Lawrence and Niagara Rivers 
would perhaps enable additional aluminum capacity to be located in the North- 
east on an economic basis. Through 1954, it is true that power availability to 
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over large new loads does not now appear possible. But both public and private 
power projects to enable increased aluminum expansion in the years after 1954 
are entirely feasible if planning of new projects is started in the near future, 
and if every effort is made to speed action on presently planned long-range 
power developments in the Pacific Northwest and elsewhere. Increased capac 
ity that is currently programed from the production of turbines, generators, 
boilers, trans.ormers, etc., will assure our ability to develop electric power at u 
much greater rate in the future than at present. 

I believe that if it is at all possible, new independent producers should be found 
to provide whatever additional primary ingot capacity is required. Alean is 
currently slightly larger than Alcoa, and will have, I understand, 40 percent of 
the total United States-Canadian primary aluminum capacity when its proposed 
expansion program is completed. Alcan is hardly a new, independent producer 
in the sense in which I use these adjectives. I am well aware of the difficulties 
which are encountered in the search for healthy additions to the aluminum in- 
dustry, but I am still hopeful that they can be found. 

In expressing this view with regard to the currently proposed agreement be 
tween the United States and Alcan, I want to make it clear that I am well 
aware of the needs of the many independent American fabricators for a re- 
liable source of aluminum. I am not yet convinced that the Alcan proposal is 
their answer. In the first place, several years in any event would elapse before 
ad litional aluminum would be available from Canada. In the meantime, as 
long as CMP and other defense controls are in existence and vigorously admin 
istered, primary producers cannot refuse to honor their orders based on allot 
ments issued to them. Then, there is the assurance, provided in the domestic 
expansion arrangements, whereby for a period which I understand runs from 
15 to 20 years, a substantial portion of the new output is to be made available 
to independents. The Government must accept the responsibility, too, for as- 
suring that this provision is carried out. In addition to continuing and strength 
ening this provision in future domestic expansions, I would hope that ways and 
means could be found for bringing in new producers who would be interested 
only in turning out primary aluminum for the independent fabricators. 

In my testimony here today, I have described the Alcan proposal which 
expired on May 18. Within the past few days I have received from Mr. Ander 
son a copy of his letter of May 28 to the chairman of this committee, in which 
he proposes for your consideration a revised basis for negotiations with Alcan. 
I have restricted myself to the most recent Alcan proposal, however, inasmuch 
as it illustrates, by and large, the principle which is under consideration by the 
committee—whether it is desirable for the United States to enter into a long- 
term purchase commitment of some magnitude with Alcan. I am certain that 
the committee understands that the views which I express here are more or less 
tentative. These views are consistent with those which I have expressed in the 
past—but in circumstances in which my direct responsibilities were somewhat 
different. I have not participated in the recent discussions concerning the 
Alcan proposal, nor have I had an opportunity to explore the matter intensively 
myself. I am aware that there are many considerations which must be borne 
in mind, ranging from economic relationships with our good neizhbor to the 
north, to the desirability of a healthy, competitive aluminum industry at home 
I can assure you that my interest in this matter does not end with the conclusion 
of my appearance here. 

Senator Fursrient. Our next witness is Mr. Fowler. We are glad 
to see veu. 

Mr. Fowrer. Thank you. 


STATEMENT OF HENRY H. FOWLER, ADMINISTRATOR, NATIONAL 
PRODUCTION AUTHORITY 


Senator Funtsricnt. I understand you have just taken office. I 
believe officially as of yesterday, was it not? 

Mr. Fowtrrer. As of tomorrow morning. 

Senator Futsrieut. It is tomorrow morning? 

Mr. Fowter. Yes. 
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Senator Futsrient. Will you have any direct responsibility in this 
matter of the contract proposed with Canada, the Aluminum Co. of 
Canada? 

Mr. Fow er. All too much, I am afraid, Senator, in the way of 
responsibility. I guess it will be up to me so long as [am Defense Pro- 
duction Administrator to make any decision on an offer or a com- 
mitment in that area. 

Senator Futsricur. You were present, I believe, at the hearings 
the other day when Mr. Fleischmann testified ¢ 

Mr. Fowter. I was present, sir. 

Senator Futsricut. He said on page 71 of the transcript, and I 
quote: 

If as the result of these hearings this committee simply indicates that it is 
going to make a present report on this subject, no decision will be made either 
by me or Mr. Fowler until the committee has reported. 

Do you subscribe to that sentiment ? 

Mr. Fowrer. I subscribe to that sentiment, Senator, provided, of 
course, I would expect the committee to deal reasonably promptly 
with the matter which is one which I do not think any of us would 
want to hang too long. 

Senator F'utsricnr. Do you feel there is any great urgency in the 
execution of the contract ? 

Mr. Fowter. No, sir—urgency on the contract ! 

Senator Futsrieut. In the execution of this long-term contract ? 

Mr. Fowrer. I do think it is a matter of urgency for us to get 
under way an aluminum expansion program of the general dimensions 
that have been discussed. 

The urgency, however, is one which should be characterized in 
terms of months and not of days or of weeks, in other words, it would 
seem to me that it is the better part of wisdom to sur vey all of the var- 
ious alternatives that may be open here quite carefuily, weight the 
pros and cons relating to each particular component that might go 
into the program and come to the best decision, rather than to rush 
pret ipitously Into any decision which did not take into account all of 
the various alternatives and the favorable and unfavorable points con- 
cerning them. 

[ think it would be quite helpful, certainly, to us to have the views 
of the committee, not only on this particular alternative, but on the 
other alternatives, such as the one that was mentioned in Mr. Ander- 
son’s letter to the committee this week, the Alcoa deal, the Alaskan 
deal and, also, the alternative of dealing with the so-called big three 
in this country, as well as the independents, that is, the new indepen- 
dents who have manifested some interest in this expansion program. 

Senator Futsrieut. Do you not think, Mr. Fowler, that in view 
of the fact that the principal objective to be served by this proposal is 
stockpiling, that the Munitions Board, Secretary Chapman, and Mr. 
Larson should be consulted and some agreement worked out among 
them ¢ 

Mr. Fowrr. I certainly think they should be consulted, all of them, 
and very carefully. Whether it is a decision that should hinge upon 
the ability to work out an agreement on all of the terms and all of the 
choices is a matter that I would not like to say, I think, is a condition 
precedent to making any determination. Naturally it would be much 
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more desirable and much happier for all concerned if the final decision 
that is made with reference to this expansion program is one that 
reasonably meets the approval of all of the interested executive de- 
partments. 

Senator Futsrtcntr. What bothered me a little in the beginning was 
that if this was a matter which concerned an immediate supply of 
aluminum this year or next year for the defense effort then I think 
your jurisdiction is quite clear. But when it involves a long-term 
stockpiling program, that is, has nothing to do with and makes no 
contribution to the supply of this aluminum this year when it is 
short, we know—we do not know whether it will be short or not in 
1957, but we know it now, and it is probable next year—when it 
passes over into a long-term stockpiling proposition it seems to me the 
responsibility is very clearly the Munitions Board’s. The stockpiling 
program as opposed to the immediate supply program. That is why 
it seemed a little strange to me that your office or Mr. Fleischmann’s 
office should be taking the full responsibility without having consulted, 
as I understand it up until the time we had the first meeting, Mr. 
Larson’s office. 

Mr. Fowter. I am not familiar with the details of the consultations 
prior to then, Senator Fulbright. 

Senator Futerient. I know you are not. 

Mr. Fowrirr. I would agree with you that there should be full 
consultation with all of the interested agencies, 

Senator Futsrient. You will agree that this tentative proposal is 
primarily a stockpiling proposal ¢ 

Mr. Fowtrr. I do. 

Senator Futsrienr. And has nothing to do with getting aluminum 
this year. 

Mr. Fowrrr. I do, but may I point out in that connection that the 
DPA and the NPA, under the Defense Production Act, are charged 
with the responsibility of taking present action now and present de- 
cisions now, sometimes in the nature of a control of material and some- 
times in the nature of the long-term commitment that is referred 
to in section 303—present action now which looks to and makes 
possible the development over the long-term future of a reasonable 
adequate stockpile. 

So we are concerned daily with the problem of the stockpile. And 
I could not eschew the responsibility for making a decision on an 
expansion program now that might make it possible in the future to 
build up an adequate stockpile, be it for aluminum, nickel or any of 
the st rategic elements. 

Senator Futsrienr. I do not mean to say there is clear compart- 
mentalization among these functions, but there is certainly recog- 
nized differences in emphasis. There is a special law itself dif- 
ferent from your law—— 

Mr. Fowter. That is true. 

Senator Funsrientr. Dealing with stockpile. Congress and the 
Government and everybody recognizes that the stockpile program is 
somewhat different, although it is related to yours. 

Mr. Fowter. One which we have an obligation to assist in any way 
in which we can. 
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Senator Futarieut. To assist, yes. I would not say that the Muni- 
tions Board and Mr. Larson and Secretary Chapman should > 
action without consulting you, but the primary responsibility, if 
involves future stoc kpiling, would seem to me to lie with them Shae 
than you, whereas if it was an immediate problem of supply for this 
year it would obviously be your responsibility. 

Mr. Fowxer. I do not think we are in agreement on that construc 
tion of the Stockpiling Act. 

Senator Futsrieur. You are not in agreement ? 

Mr. Fow.er. Not with your position ; no, sir. 

Senator Fursrieutr. What is the significance of Public Law 520, 
Seventy-eighth Congress, on stockpiling ¢ 

Mr. Fowxrer. I would not want to comment on any other law, but 
I do think that under section 303—and I would refer for the detailed 
treatment of this matter to the opinion of counsel which I think has 
been presented for the record— 

Senator Futsrient, Yes. 

Mr. Fow.er. Just as in these various expansion programs in alumi- 
num that we have gone into up to now there has been a thought and 
a concern and a condition in those contracts that would make possible 
and aid in the achievement of a stockpiling program. So in any cur 
rent or future contract I think it is a very proper and, indeed, a very 
necessary interest on our part to see that we are exercising the author- 
itv under section 503 of the Defense Production Act in such a manner 
as to provide for adequate stockpiling in the future. 

Senator Fuipricnt. You said adequate stockpiling. Is not the 
responsibility of determining what is an adequate stockpile primarily 
that of the Munitions Board ? 

Mr. Fowter. Yes, sit 

Senator Fuisrinr. So that until they make a determination of 
what it should be during this period I do not see how you can presume 
to make a contract. 

Mr. Fow.er. When vou say determination, that is subject to a cer 
tain amount of interpretation. ! would view a representation on the 
part of responsible officials of the Munitions Board that we need a 
substantial, additional quantity of aluminum in the stockpile as a 
determination, even though the exact figures and the amounts of the 
goal might not have been determined. The real question is whether 
the range of the goal is such that invites and dictates an additional 
expansion program, not whether the precise amount is cletermined, 

Senator Futsrient. Not to the last pound, but in estimating what 
the needs of the country would be 4 or 5 years from now there is room 
for a lot of different opinions. I would not think you would have any 
crystal ball, or that anybody else has; it has to be made up finally of 
tl ne pay It ought to be made up of the composite judgment of 
the best we have got in the business and the people with the responsi- 
bility for it, it seems to me. 

Obviously, the only reason why the domestic companies are con 
cerned about this whole proposal is the possibility, at least, that dur- 
ing that period that you will have a recurrence of conditions in 1946 
and 1947 when they could not sell their domestic production. Ex- 
tended as they are, it could be disastrous to them if they ran into a 
period where they could not sell their production. That is why they 
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are concerned. It is not any jealousy of Canada or anyone else. 
They are trying to look out for their own survival as best they can. 

It comes down to that simple question that if you have the condition 
develop that you do not think and, certainly, Mr. Sawyer does not 
think will develop, if that should happen it would be very serious to 
them, would it not? 

Mr. Fowter. It would, indeed. 

Senator Fuutericnur. All of this tax amortization would amount to 
nothing if they had no profits. 

Mr. Fowxer. That is true. 

Senator Futsricut. They could get into very serious difficulty. 

Mr. Fowter. They havea very real interest inthe problem. I think 
it is appropriate to explore it. 

Senator Futsricur. If they borrow from private sources, if you 
happen to have a period of oversupply, you would get a succession of 
events that would be very serious. Take the Government contracts on 

yower, they might have to default on those. You have all sorts of 
haute commitments of the Government already which have to be 
considered. 

It is a small indication why I think Mr. Chapman, for example, 
should be consulted because he has committed this Government to long- 
term power contracts that are very serious obligations. 

If you should make a contract that would only add to the burdens 
and make it more d fhenlt. that would have serious imphi ‘ations on 
his department. 

I am only trying to make the point that this is such an important 
matter—even though each time we discuss it it is reduced and seems 
to become less important—the principle of it is so important that if 
ought not to be negotiated. it seems to me, on the authority of one 
man’s opinion and one agency which I cannot quite think has the 
primary responsibility for making the decision. 

Mr. Fowter. Senator, everything you have said right up to the last 
few words, I would agree with, certainly. I think one man has very 
real responsibility here to col sult not only this committee, but other 
committees of Congress that are interested and the agencies that you 
have mentioned very, very fully. And I think in the final analysis 
the only point of difference between us in the final analysis is that it 
probably boils down to being the unhappy lot of the DPA Adminis 
trator to make the decision and to take the responsibility for it. That 
is all 1 am saying. 

Senator Futsricut. I was really more anxious that vou consult with 
these other agencies. ; 

Mr. Fowter. I certainly will do that. 

Senator Futsricut. I am not anxious to consult with you, but I 
just felt that I had to go through with these hearings to get the matter 
In proper perspective. This has been bobbing up now for about 2 or 
3 years. It has been turned down two or three times, I think that is 
correct, by Mr. Symington and Mr. Wilson, that is, similar proposals. 
And it seemed to me that this proposal has a peculiar persistence and 
I thought maybe some hearings might clarify the atmosphere. 

Mr. Fowter. Yes, sir. 

Senator Futericnr. There are one or two other questions. 

After Mr. Fleischmann testified on Monday and left the hearing, it 
developed from the testimony of other witnesses that the Canadian 
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proposal in its present form was regarded as unacceptable and, at the 
very least, our Government would not enter into any contract with 
Alcan unless it gave us the right to purchase for the stockpile a fixed 
quantity of aluminum during each year of any such contract. Now 
this means that the Canadian aluminum deal which the Government 
is actually considering is not the proposal which has been put before 
this committee and has been described in Mr. Anderson’s memoran- 
dum of May 16. Is that correct? 

Mr. Fow.er. That is correct. 

Senator FutsrGnt. Well, Mr. Fowler, it seems to me that this 
committee is going to be in a difficult position in preparing a report 
as to a particular proposed agreement with Canada when the com- 
mittee does not know the terms of the agreement which the Adminis- 
tration is ready to negotiate. We do not know how much aluminum 
you would reserve the right to buy each year for the stockpile, and we 
do not know the stockpile goal which the contract would be intended 
to achieve. Our committee will proceed to study the general subject 
of an agreement with Canada and make a report on the subject, but I 
think it would be helpful if your Administration would consult with 
this committee when it has refined its thinking a little bit further and 
has firmly in mind the terms of the Canadian agreement which it is 
then considering, and the stockpile goal toward which you are 
working. 

Can you assure this committee that when your Administration has 
worked out the terms of the tvpe of deal which it is considering as a 
counterproposal to be advanced to the Canadians, you will consult the 
committee and obtain the committee’s views on that particular pro- 
posal before entering into any agreement ¢ 

Mr. Fow rr. I give such assurance, sir. 

Senator Futsrient. That was the main thing, because this con- 
tinuing to discuss old proposals does not get us anywhere. So what I 
was interested in was when and if you really get to something that you 
can put your teeth in, will we then have an opportunity to consider 
it ? 

Mr. Fowtrr. Indeed, sir. 

Senator Futsricnt. That is the main point I had in mind. 

The vice chairman is here now. I desist in his favor. 

Vice Chairman Brown. | am sorry that I was late this morning. I 
will have to leave in a few minutes. I do not care to ask Mr. Fowler 
any questions in view of the answer that he gave to your last question. 

Mr. Fow.er. Thank you, sir. 

Representative Parman. I have no questions. 

Senator Futsrieut. Thank you very much, Mr. Fowler. I appre- 
clate your coming. 

Mr. Fow.er. Thank you, Senator Fulbright. 


STATEMENT OF SAMUEL W. ANDERSON, DEPUTY ADMINISTRATOR 
FOR ALUMINUM, DEFENSE PRODUCTION ADMINISTRATION— 
Resumed 


Senator Futsrieutr. Mr. Anderson, you heard Mr. Fowler’s last 
statement. I am just assuming that that is perfectly agreeable to you, 
to leave us with that understanding, is it not? 
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Mr. Anperson. It was with that in mind, Senator Fulbright, that 
I addressed a letter on the 28th day of May, I think it was, to the 
chairman of the committees It seemed to me in our discussions on 
Monday that your point that we were discussing something which beth 
Mr. Fleischmann and I said was not the deal that we would be pre- 
pared to accept, and that it was, indeed, only an offer, was an excellent 
point, and accordingly after that meeting I got in touch with the repre- 
sentatives of the Aluminum Co. of Canada and explained to them that 
whereas I had originally hoped that we could establish a matter of 
principle in the first instance before proceeding with any detailed ne 
gotiations, I felt that in view of the position that you took on Monday 
it would be wise to delineate the possible basis of a deal and, therefore, 
expressed a willingness to tell them what was in mind as a possible 
counterproposa| to them. 

I then told them that, and they consulted amongst themselves and 
authorized me to say, as I did on page 3 of that letter: 

I have since been advised by them that while the time is too short to attempt 
to negotiate out precise details, the company would be prepared within this 
general framework, to open negotiations in the near future. 

What that in effect means, is that the proposal as outlined on page 3 
2 and 3, with the tab le s, is the framework within which it is possible, in 
my judgment, to work out a contract with the Aluminum Co. of C; 
ada which, of course, as you can see isan ent irely different breed of cats 
than was the original offer made on the 19th of April. 

I emphasize again, as I did on Monday, that the offer that was made 
at my request was strictly an offer. There had been no negotiations up 
until Tuesday morning, the 27th, at which time I took the steps that 
I have just described. 

This deal. of course, isan entirely different thing. It involves a com- 
mitment of very much lower proportions by the United States than 
the offer which they made on the 18th of April. And it involves a call 
of double the magnit ude of the put. And it seems to me as such repre- 
sents an attractive proposal from the standpoint of the United States. 

Since that time | have placed the matter in the hands, also, of the 
Munitions Board. And I am sure they would be prepared to give their 
views on this as a potential source of supply reserving, of course, the 
fact that they do not attempt to pass judgment on the specific sources. 

Senater Fuisricur. I do not want to give the impression that I 
want to pass upon the final contract myself. I do not consider I am 
an expert in it at all, but this proposal, certainly, is much more fav- 
orable to our Government than the former one. That I think is 
obvious to a layman who knows very little about it. Particularly, 
the element of the call by the Feder: ul Government, because that per- 
tains directly to the stockpile programs. 

As a matter of procedure as I understand it now, this will be sub- 
mitted for comment or, certainly, consultation by the Munitions Board 
and Secretary Chapman, is that not correct / 

Mr. Anperson. It already has been. 

Senator Ft LBRIGHT. And as I understand it ther are In process, 
that is, the Munitions Board and Mr. Chapman, of determining or 
redetermining, formalizing the requirements for stockpiling, is that 
correct ¢ 

Mr. Anperson. That is correct. 
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Senator Fuuertentr. They have not yet made that final determina- 
tion ¢ 

Mr. Anperson. They have expressed tlfmselves, as you know, and 
in the letter from Mr. Small and Mr. Knowles testified on Monday, 
and they were actually at work on it, and within a matter of a few 
weeks eventually they would formalize it. It is quite an elaborate 
procedure that they go through in connection with actually arriving 
at a figure. 

There is no doubt in their minds or anyone’s mind that have dis- 
cussed this that their proposal will be eventually for a much larger 
stockpile than the one presently authorized. 

Senator Futsrieut. The element in this that seems to me to be 
unnecessary is that the commitment to purchase in a weak market, be- 
cause the Government can purchase all it wants in a weak market— 
the two go together. If they cannot sell it otherwise it is available, 
is it not ? 

On the one assumption that there is a very tight market, that it is 
not available anywhere else, then this proposal has the merit of giving 
us the call. 

Whether it is wise or not turns upon your estimate of what the 
market conditions will be from 1955 to 1958; is that not about right? 

Mr. Anperson. The market conditions between now and 1958 in 
pig aluminum cannot be soft because of the existence of these large 
puts on the part of the three domestic companies. 

They may sell tothe United States on their election all of the output 
of the expansion which in the aggregate is about 3 million tons. So 
there is no possibility of there being a soft market in metal between 
now and the middle of 1958, soft in the sense that aluminum would 
go begging, because the companies, obviously, will sell it to the United 
States Government. 

Senator Futsrient. Of course, they would prefer—anyone would, 
I think—to sell it to the consumers. I do not think the companies 
would like the idea of a very large stockpile. They like it in the 
sense of guaranteeing them in any situation to meet their own obli- 
gations, but as a normal peacetime operation it is soft in the sense that 
I was using the word when it cannot be sold in the open market and has 
to go to the Government. 

Mr. Anperson. Perhaps I did not hear the testimony very well, I 
got the impression from what you said that you envisaged the pos- 
sibility between now and 1958 of there being an inability to manufac- 
ture and sell aluminum on the part of the existing three companies 
and their financial position thereby might be place in jeopardy. I see 
no possiblity of that situation developing whatsoever. 

Senator Futsricnt. I was using it in the sense that they could not 
sell it in the open market. It would be soft in the sense that the 
consumer would not take it. 

Those of us who have some responsibility for the Government’s 
financial condition do not like to anticipate the Government having 
to underwrite everybody, meaning a bigger debt and higher taxes, 
and soon. That is not a very good prospect. We hope that will not 
develop. Certainly, not beyond the requirements of the stockpile 
as determined by the officials we have just referred to. 

Mr. Anperson. Whatever anyone’s sentiments might be with respect 
to that point—and I do not necessarily disagree with yours—it is an 
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academic matter since the contracts are in existence and all three 
companies have, indeed, the right to put all of the metal that they 
manufacture from their new facilities to the Government if they 
-annot find any other place to sell it. 

Senator Futsrienr. All of their facilities ¢ 

Mr. Anverson. The new facilities, the expanded facilities. Which 
is about one-half of the total. 

Senator Futsricur. About one-half of the total / 

Mr. Anperson. Yes. 

Senator Futsrient. And the old one, of course, they would have to 
find a market for it ? 

Mr. Anperson. Yes; it would be quite an extraordinary thing to 
expect in the case of aluminum, in my opinion, for the market to 
decline to a point where less than one-half of the then production 
would not be required for the civilian account. It could happen if 
we had another 1929-32, perhaps. 

Senator Futsricnt. What happens tothem at the end of the 5 years? 

Mr. Anperson. Then everybody is on his own. 

Senator Futsricutr. Everybody is on his own? 

Mr. Anperson. Yes. 

Senator Fuisrieutr. I am familiar with one of the expansion pro- 
grams which carries a commitment for, I think, 20 years on the pur- 
chase of electricity and other commitments in addition to servicing 
a debt which is very heavy. The two new companies, that is, Kaiser 
and Reynolds both have heavy debts, as you know. Iam not familiar 
with Alcoa. I do not suppose that they have extended themselves 
any. They would naturally be concerned far beyond the 5-year 
situation. 

Mr. Anperson. Were it not for the existence of the 85-percent 
amortization privilege I should think they would be. Actually, the 
cash inflow and outflow of the budgets of these companies, which I 
have not seen except the published accounts of one the other day, 
clearly indicate that the operation of the 85-percent amortization over 
the 5-year period during which they are protected by the 5-year con- 
tracts will have the effect of very largely eliminating their debts by 
the end of 1958. 

Senator Futerienr. Of the investment in the plants? 

Mr. Anperson. Yes. Their debts will be all repaid, because they 
are permitted to deduct depreciation at the rate of 449 per month 
of 85 percent of the cost against income before computation of taxes. 
As a consequence, their cash inflow will in general equal the amounts 
of their debts, not quite, in some cases, but I think it is perfectly clear, 
in the middle of 1958 all three companies will be very largely out from 
under their debts by virtue of the rapid amortization privilege. 

Senator Futsricutr. Do you consider or do you know whether the 
Munitions Board under the stockpiling program has authority to make 
contingent contracts ¢ 

Mr. Anperson. I am not an authority on the stockpile law, I must 
confess, but my impression would be that they do because of the wide 
variety of materials which they have, but I am not sure that I am cor- 
rect about that. 

Senator Futaricut. Why should the Defense Production Adminis- 
tration or any other United States Government agency contract with 
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any company as to the amount it should offer to civilian markets years 
ahead ? 

Mr. Anperson. Well, the two basic goals, as I understand it, of our 
present defense effort are to carry out this defense program and at the 
same time to see to it, if we can, that the civilian economy does not 
unduly suffer. It is that carrying of water on those two shoulders in 
effect. that has been quite a large influence in the policies adopted, 
generally speaking, by the DPA. 

Aluminum, of course, is an all-pervasive metal. It is used in the 
largest quantities other than steel in this country and its use is grow- 
ing very rapidly. The users of it constitute an ever-widening circle of 
businessmen who suffer when they are unable to secure what they 
need. 

Senator Futsrigur. Your proposed contract with the Canadian 
company does not require them to expand their production any, does it 

Mr. Anperson. It will not require them to do so. As I told you on 
Monday, however, | am authorized to tell you that in all probability 
a contract of this character would be likely to cause further expansion 
in their smelting capacity. 

Senator Futsrigur. But if you made a similar offer to the Ameri 
can companies it would involve, would it not, an expansion / 

Mr. Anperson. It would indeed, with the consequent drain on the 
power situation and manufacturing equipment poy so forth. Apropos 
of that vou asked, I think it was Mr. Fowler or Mr. Sawyer, a ques- 
tion as to the relative proposals that might be abe ted from domestic 
producers. 

As I testified to you on Monday, all three of the Big Three have said 
to us that they would be prepared to proceed further with expansion 
if they were given the proper inducements. | 

Alcoa has implemented that by a specific offer which you have be- 
fore you which,as Mr. Sawyer said, is quite a favorable one. 

The other two companies—in the case of Reynolds they have made 
a specific proposal, not in great detail, but have suggested three pos- 
sible sources of additional metal. Those have not been reduced to 
precise terms, but it is my impression that it would involve probably 
85 percent amortization privilege on the whole proc ‘edure and I im- 
agine a full 100-percent supply contract, as is the case today. In the 
case of Kaiser they have made no specific proposal, but have sug 
gested that if we wish them to do so, they would be glad to do it. 
There again I imagine that the terms under which they would be 
prepared to proceed would not be greatly different than those which 
I have described with respect to Reynolds. 

Senator Futsricutr. Then, there is a possibility of new producers 
who are not in there being interested ? 

Mr. Anperson. Yes, there is. 

Senator Futsricur. This I do not know officially, but I have under- 
stood quite unofficially that the Olin Industries are interested. 

Mr. Anperson. Yes; they are. 

Senator Futsricutr. They are quite capable, I understand. 

Mr. Anperson. They are, indeed. 

Senator Futsriegnt. That is, financing, if there is need for it and 
if the contract be negotiated ? 

Mr. Anperson. Yes. 
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Senator Fuisricnr. As to this matter of power, Senator Kilgore, 
of West Virginia, talked to me a few days ago about a situation in 
his State in which they use the coal first to extract the coal tars and 
the chemicals which leaves a very large residue that is capable ot 
producing power. He thinks it should be investigated, because he 
feels that it would give such a cheap source of power that it would 
be highly economical to develop in his State. 

Mr. ANDI RSON, | have also talked with hima. ] have some very 
preliminary knowledge of that, but not enough to pass any judgment. 
Obviously, an opportunity of that kind, if there were to be further 
expansion either on the part of newcomers in this country or on the 
part of one of the existing companies, should be investigated, naturally, 
by them primarily. 

Senator Futsricur. If his information is correct—he did not pre- 
tend to have it reduced to a fine point—it might offer a very great shot 
in the arm, so to speak, to the coal industry, which has been languishing 
for many years, has it not? 

Mr. Anperson. Yes. 

Senator Fuvsrienr. As [ say, if his theory is correct, I think it 
would be an excellent thing to do and would answer this objection 
about the source of power in this country. 

Mr. Anperson. That presumably would mean the creation of new 
thermal generation facilities as well, except that the fuel, instead of 
being raw coal, would be a variety of coals from which the volatiles 
had already been extracted. That is my understanding of it. 

Senator Futsriciutr. The economics of it is that you could get that 
residue ata very, very low cost, much less than the cost. of coal. he- 
cause the value of the volatile elements that had been extracted would 
practically pay for the coal. That is the way he feels about it. 

Mr. Anperson. Yes: [have been told the same thing. In many 
respects it is somewhat like the lignite thermal generation in Texas, 
in which Alcoa hopes to realize a value from the byproduct tars in that 
material. 

Senator Fuisricur. That might offer a very important develop- 
ment. 

Mr. Anperson. It is a possibility. 

Senator Futsricur. I am not prepared to say that it will, but he 
thinks there is a great possibility in it. 

There is only one other element that was persuasive on me that this 
kind of a long-term commitment should be thought through care- 
fully and no commitment made without a thorough examination from 
every point of view to see if it would not be more advantageous to us 
in this country to make a commitment with the domestic producers. 

Mr. Anperson. May I ask you a question, Senator ¢ 

Senator Futsricur. Certainly. 

Mr. Anperson. What would be your view as I posed in my letter 
with respect to the further expansion of the Big Three as against inde- 
pendents in this country and as against a Canadian arrangement ¢ 

Senator Futsricut. I said I would not presume to make definite 
judgments on this because I could be challenged, not being an expert 
at all. However. there are a few general observations I could make. 

This suggestion that there is a monopoly in your domestic produe- 
tion does not appeal to me very much. Only 10 years ago we had one 
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producer and we thought we had made tremendous progress in get- 
ting three into this field. 

I had never heard prior to the meetings any suggestion that the 
Department of Justice might be cone erned about a monopoly of these 
three producers. 

I think in a normal market there would be great competition between 
them. Obviously, there is no competition in that sense when there is 
such a shortage, so that element does not influence me. Therefore, I 
would think that the expansion of the three themselves would be a 
proper thing to do as opposed to expanding a company in Canada. 

However, in addition to that I think new producers, if the economics 
of the situation justify it, ought to have a preference. And when I 
say economics I mean the prospects that there would be sales for their 
products. 

If I were to accept your estimate that there would be a shortage, a 
tight market, at least, during these years that we have mentioned 
from, say, 1955 to 1960 and on, I would say some new producers ought 
to be given favorable consideration if they can qualify as to financing 
and through their experience. If you are correct, however—and | 
do not challenge your figures—some of the people in the industry 
challenge some of your assumptions as to the rate of increase in 
consumption. They think 5 percent is too high, some of them 
think 3 percent may be too high, but that is a matter that I would 
not question at all, I do not know enough about it—but on 
general principles I would not be opposed to new producers. In fact, 
I think given the proper analysis on which all of you can agree as to 
what the conditions will be, I would be inclined to favor a new one, 
because the more the merrier. And I think from the point of view of 
the fabricators, that would be true. 

That is a different problem of doing it between the old and the new 
producers and the Canadian company. 

If we do have a source of power such as Senator Kilgore suggests 
which would have important benefits to the coal industry and at the 
same time give us greater aluminum it would be a fine solution, in 
ny opinion, if those calculations as to costs are correct. If they are 
not, of course, the whole thing does not apply. 

Mr. Anperson. What would you think, Senator, of the relative ad- 
vantages of terms that might exist between possible new producers, 
on the one hand, or, in fact any of the Big Three—should we, in your 
judgment, pay a great deal of attention to the extent to which the 

Tnited States is committed with respect to this matter, for instance, 
this Aleoa deal? I think you would probably agree it is a very mod- 
erate and fair proposal, involving no supply contract except in certain 
contingencies, and involving a very moderate percentage of amortiza- 
tion, applying only to the aluminum facilities and not to the power 
facilities, and requiring, of course, no financing of any kind as cem- 
pared with 100-percent supply contracts and 85-percent amortization 
and possible guaranties. 

Senator Futrrient. All I know about that is just a reference to this, 
that there is such a proposal in Alaska, and it involves, I understand, 
complicated negotiations with Canada for water and so forth. I 
would not have enough knowledge to pass judgment on the advisabil- 
ity of it. 
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It does have the element of much greater exposure in case of war 
than any of these others because it is so much closer to the probable 
enemy, which I am sure you will take into consideration. But this 
element of control by our Government in time of need is a very 
important one. 

It also leads me to favor any domestic company over which you 
have control over a foreign one, particularly in time of peace when 
there is a shortage or in time of war. 

Mr. Anperson. Of course, on that point I think we ought to be 
quite clear that the situation with respect to Canadian metal in the 
absence of any such deal as we are here discussing is one in which 
the Canadian company has complete freedom and can withdraw and 
withhold exports to this country in good conscience that is convenient 
for it to do so at any time. On the other hand, if a deal such as 
described here in my letter of May 28 is made they are firmly conmi 
mitted under those cricumstances not to withdraw exports to this 
country, but to continue to offer them on the basis of the amounts 
shown in the first column. And, indeed, if for any reason there was 
a shortage of productive capacity in Canada due to water shortages 
or strikes or any other reasons, they would have to cut their British 
exports pari passu with ours if any cut was to be imposed upon any 
one of us. In all probability they would have to reduce their non 
contract customers throughout the world without making any direct 
cut in the exports of the United States and to the United Kingdom. 

Senator Fursricur. That point, I think, has some appe val, but in 
view of the development of the International Materials Conference, 
and the necessity of the free countries maintaining a desirable econ- 
omy in this contest with the Communists, I do not think it is too 
important. If you take it all and there develops a great shortage in 
others, under those policies which the Government has been certainly 
following in many other fields with scarce raw materials, it only means 
that the Government then would end up by making an agreement to 
allocate that part which we are entitled to in any one of the other 
countries. That is what actually has happened in the case of sulfur. 
We have the sulfur. We could use it all, but under those agreements 
in order not to completely throttle our friendly nations, we voluntarily 
give it up. 

So you make this contract to get it, and then what is likely to happen 
if this extreme shortage develops, we turn right around and reallo ate 
it to them. 

That point does not appeal to me as being a very sound one. This 
country just cannot take that position, I do not think, as long as we 
are in the kind of world that we are in, that we are going to grab all 
of the available materials by making contracts; outbidding them, 
for example. 

Your own office has held down on copper, prevented our people 
from getting copper when they could have gotten it if they were 
willing to pay 55 cents. That would merely have resulted in depriv- 
ing other countries of any supp plies and also rai ing the price to where 
it would cause a great dislocation in the costs. 

Before the Congressman leaves I would like to make a suggestion on 
some of these points that you asked me about, because I certainly dis- 
avow any qualifications to pass upon the details of these contracts. I 
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do think that the staff of this joint committee should be given an 
opportunity to consider these new proposals. I think it is very likely 
that out of those discussions and considerations that maybe a little 
wiser course can be developed. So I hope that we can have that 
understanding on any of these proposals, whether you go forward on 
the basis of this one and discuss it with the Canadians and with the 
Munitions Board and with Mr. Larson, that our staff could also be 
given an opportunity to consider it along with those. 

Mr. ANnperson. It was for that purpose that we sent the letter up 
on May 28. 

Senator Futsrienr. 1 appreciate it very much. I think we are 
making headway on the whole matter. 

Do you have some questions ¢ 

Representative Parman. I think he has covered them pretty well. 
I have no questions. 

Senator Futerieutr. A statement of their position by the domestic 
producers has been incorporated in the record. (See pp. 957, 1073, and 
1091.) I think we have achieved most of our purpose, that is, consulta- 
tion in the situation by the committee and the other agencies that are 
interested in this. Then we can consider what kind of a report we 
would like to make at that time. 

Representative Parman. Not to close it definitely, but at the same 
time we have nothing further in mind at the moment ? 

Senator Futerienr. Does that agree with your views about it? 

Representative Parman. Surely. 

Senator Funsricur. Do you have any other suggestions you would 
like to make, Mr. Anderson ¢ 

Mr. Anperson. I do not think so, except I would like to make one 
response to what you said about sharing w ith the others. Lagree with 
what you say, but there is a difference in the United States being able 
to make that decision on its own, rather than a foreign company mak 
ing it for us. If we have this arrangement with Canada she 1s obli- 
gated, that is, the company is, to send the aluminum here. If at some 
point it is desirable for us to modify or divert or in some other way 
handle that aluminum for the benefit of some of our allies then that 
is our decision, rather than someone else’s. 

Senator Fuisricutr. I know it is our decision. It was our decision 
in the case of sulfur. I am only saying that in any period of great 
need our policy has been and is at present to consider those needs. 
And the realities of the situation have required decision. We made 
it in the case of sulfur. 

Mr. Anperson. That is right. 

Senator Futerienr. I am not at all sure that it would be made much 
more. We made a similar one recently with the British Government 
in the exchange of steel and aluminum. They were voluntary agree- 
ments which is about the only way you can get along with these people, 
anyway. But a reasonable allocation in the period of stringency has 
to be made, and I think we will continue to make it. 

I still come back to my first point. I think this contract is rather 
motivated by the prospect of at least a temporary period of over- 
supply than by a period of increased stringency. 

Your own agency through Mr. Ralph Anderson—I quoted his 
statement the other day which was made about a week or two ago— 
anticipated by the end of this year a free market in aluminum. 
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This statement I referred to by the Secretary of Commerce antici- 
pated a great easing of the situation in aluminum and magnesium, 
particularly aluminum, by the end of this year. He mentioned the 
third and fourth quarters, I believe. 

Mr. Anpverson. I agree with those expectations. Really, as you 
know, from my approach to this the concept of some degree of over- 
supply of aluminum between now and the end of 1958, an oversupply 
which will present the opportunity to get a stockpile, is at the back of 
all of this. I do not believe frankly we will get a good sto kpile if 
we have to compete with the civilian economy. 1 think the whole 
history of stockpiling suggests that efforts to stockpile in any large 
quantities when it involves heavy competition with the strong market 
in which there is a shortage of supply in relations to civilian demand 
are ordinarily failures. 

What I have much hope will happen is that there will be some 
excess aluminum in the next few years which will permit the United 
States to get a stockpile of the magnitude which I think will be of 
great benefit to us against the possibility of a further emergency or 
war. ] believe if we do not proceed to get some oversupply we will 
never succeed in vetting a stockpile. 

Senator Futsricur. | do not want to question your judgment about 
that too closely. The question that was of most concern to us was 
where you got it. 

Should not provision be made domestically to get it rather than in 
Canada ?¢ 

What is the status of the present negotiations? According to your 
letter you have discussed it with representatives of the Aluminum Co. 
of Canada. They tentatively have said that is the basis for negotia 
tion. They have not agreed to it: 1s that right é 

Mr. Anperson. Yes. The company would be prepared within this 
general framework to open negotiations in the near future. 

Senator Futsrient. Could you give us any estimate of when you 
think these negotiations might be brought to a head ? 

Mr. Anperson. It is completely within my choice. I can initiate 
them tomorrow morning or a week from tomorrow or whenever il 
appears that that is the proper thing to do. 

Senator Fursricutr. Well, do you have any idea now as to what is 
the proper thing to do? 

Mr. Anperson. It is my understanding from the arrangements with 
Mr. Fowler that this committee may want to express itself with respect 
to this. And we have agreed that we would not reach any final con 
clusion, as I understand it, until that expression has been made. 

Senator Futsricur. That is true, but even more important than 
that, it is also your understanding that you will consult with and I 
hope get the approval that agreement be worked out between vou 
and the Munitions Board and Mr. Larson. Is that correct? Also. Mr. 
Chapman ¢ 

Mr. Anprrson. Yes. We have already submitted this to the Mu- 
nitions Board and asked them for their views. They are prepared 
to give them today with respect to their desire for more aluminum 
and their views with regard to this contract as a contract. 

Senator Futsricutr. Who is prepared to give them today ? 

Mr. Anperson. Mr. Small and Mr. Knowles. 

Senator Futericur. How about Mr. Larson ? 
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Mr. Anverson. Mr. Larson was given this letter as well. He may 
express any views that he desires to have expressed. Mr. Larson, of 
course, does not have a controlling voice with respect to the stockpile 
question. 

Senator Futsricnt. He has to negotiate the contract, does he not? 

Mr. Anperson. Negotiate the contract with the Canadians? 

Senator Futsricur. Yes. 

Mr. Anperson. Yes. 

Senator Futsricut. He finally negotiates it. 

Mr. Anverson. I do the negotiating, and then we certify the con- 
tract to him—not the language of the “contract—and then his counsel 
and his lawyers finally write up the agreement. 

Senator Futsrieur. You do the negotiating and you submit it to 
him. Is it in the form of a recommendation ? 

Mr. Anperson. A substantive certification; yes. 

Senator Futsricnt. And does he have any discretion as to the 
terms of it? 

Mr. Anperson. As he and Mr. Fleischmann testified the other day, 
if he has any reason for objecting to what DPA certifies to him ss 
stantively, then he may do so and take it to the Office of Defense 
Mobilization. So far as I am aware that has never happened. 

Senator Futsricur. It has never happened. But involved in that 
certification there is no approval necessarily of the Interior Depart- 
ment and of the Munitions Board, Mr. Small? 

Mr. Anperson. With respect to the stockpile questions involved 
here, that is to say, that any call or put which this contract might 
involve would eventually funnel into the stockpile, of course, they 
would have a view on that. 

Senator Fu.sricnt. If I had to reduce my objective narrowly as to 
what I had in mind I think they should play a part in it. 

Mr. Anverson. There is no question about it. And they are. 

Senator Futsricut. And take some responsibility. They should 
do so in the wisdom of the choice. This is based on a kind of estimate 
of probabilities for years off, and I think they ought to take some 
responsibility and have some. 

Mr. Anverson. I cannot speak for the Munitions Board, but as 
I recall Mr. Knowles testified the other day they did not believe it 
was within their responsibility to pick and choose between sources. 
What they want is more aluminum, aluminum is equally good from 
one source as another source. I am in effect’synthesizing their views. 

Senator Fctsricut. What about the Interior Department? They 
are a part of the stockpile procedure, are they not, under the law? 

Mr. Anverson. There is a phrase in the letter which Mr. Kendall 
sent up to you here which I believe is the correct statement of the 
law. And as I recall it it says that the stockpile decisions are made 
by the Munitions Board in consultation with the Secretary of the 
Interior. Iam not sure that that is the exact language. 

Senator Futsricut. The reason I think it is important to have 
Interior in this, is that he, the Secretary, is much more concerned 
about this question of source. I can understand how the military 
feels; it is none of their responsibility, none of their business. I sup- 
pose it does not matter where it comes from. If it came from Russia 
it would be the same to them, All they are interested in is a pound 
of aluminum so that they take no responsibility regardless of what 
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they might think. But that would not be true of Mr. Chapman, I do 
not think, because he has grave responsibilities in this country in this 
same business. 

Mr. Anperson. We consult freely with his office with respect to all 
power matters, you know. 

Senator Futsricur. I think it is very important. And I think if 
we are to work this out properly, this and other similar cases that 
may arise, certainly if there is any disagreement that this committee 
ought to play a part in it. I think it is that function that this 
committee ought to be advised of the status of it. If there is complete 
agreement, I would not be disposed to question the wisdom of those 
people who have this responsibility, but if there is disagreement I 
think that the committee, certainly, ought to be advised and we ought 
to be considered. I think we ought to be consulted anyway, for that 
matter, but it is of special importance if there is any difference of 
opinion on the subject. 

Mr. ANpersoN. | have not seen Secretary Chapman’s statement. I 
sent him this letter, as you noticed, on Wednesday. 

Senator Futsricut. You will probably get a copy. This just came 
up this morning. He is out of town, as you know. 

Mr. Anprerson. I have talked to the Office of Defense Electric 
Power. They are quite familiar with this whole situation. 

Senator Futsricur. The normal way to build up the stockpile is 
simply an outright, firm purchase, is it not, Just a purchase, to make 
a contract to purchase so many tons, is it not, with no contingent 
element in it? 

Mr. Anperson. As I say, I am not familiar with what has been 
done in other materials. Obviously, an option to buy is much more 
valuable than a contract to buy, because you can change your mind. 
That is why this option on 400,000 tons seems to be a very valuable 
thing, indeed. 

Senator Futsricur. I think it is a far better deal than the other 
one. Incidentally, who does represent the Aluminum Co. of Canada 
here ¢ 

Mr. Anpverson. Mr. Thomas Covel. 

Senator Futsricur. Anyone else in Washington ¢ 

Mr. Anperson. I think not. 

Senator Fu.sricur. Is he the man with whom you negotiated ¢ 

Mr. ANperson. Yes. 

Senator Futsricnt. I may say that I am very pleased at your 
attitude and Mr. Fowler’s. 1 do not want to claim any credit for this 
new proposal, but I think it is certainly a far better one than the one 
discussed before. 

Mr. Anperson. I would like to emphasize again that intentionally 
right up to last Tuesday morning I had not expressed to the repre- 
sentatives of Alean any sentiments or views of any kind with respect 
to the offer which they made. That was an intentional position on my 
part as being consistent with good negotiating techniques, but in 
view of your position, which I thought was perfectly justified, I felt 
that we should immediately reach some basic understanding with 
them as to what an alternative proposal would be. 

Senator Futerigur. As you can understand, all of us, particularly 
from those States where this is an important matter—and as you 
know bauxite, the major part, comes from my State, and it is not a 
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matter of recent interest, but has been an interest of many years—the 
only concern I have is the continued stability and I hope prosperity 
of the aluminum industry as a whole and in particular in my State. 
It also affects many States, as you well know. I think that the same 
thing goes for the people in Texas. ‘The Senators from Alabama have 
dliseussed it with me. While they could not attend these meetings, they 
had other things to do, they are deeply concerned. 

It is not that there is any antagonism to the Aluminum Co. of 
Canada, but it is the feeling that nothing be done that would preju- 
dice the continued stability of our domestic companies. That is an 
interest that is perhaps local, but in addition to the normal interest 
of everybody in a proper defense program. 

I have manufacturers and fabricators in my State who, of course, are 
interested in an adequate supply of aluminum. I do not want to do 
anything to prejudice them. 

It is not a question of an adequate supply that is in question. It is 
just where you get it and what would be the long-term effect upon the 
domestic industry. 

I confess that I think we have done handsomely by the Aluminum 
Co. of Canada. I do not think they have any right to complain about 
any discriminatory treatment over the past 10 years. 

Mr. Anperson. I do not think they are complaining. 

Senator Fu.sriaur. The intimation in Mr. Sawyer’s letter that 
we might be discriminatory in any respect, I do not think is a just 
one. I do not think anybody has discriminated against them, but we 
are interested in keeping our own industry healthy and functioning. 

Mr. Anperson. I think with re spect to that the health of the domes 
tic industry, in my opinion, is not in question. So far as Arkansas is 
concerned there will always be a home for bauxite from Arkansas. 
The amounts are relatively small that are available. We wish we 
had many times more within our own borders, of course. 

As far as the industry itself is concerned, I think that the existence 
of the supply contracts which I have referred to make it practically 
certain that between now and the end of 1958 there can be no serious 
problem that cannot be handled by means of that supply contract. 

So far as the long-term future is concerned you know from what I 
have testified before that Iam convinced that this metal has a brilliant 
and long-term future. 

Senator Futrsricut. I do not want to draw this out too long. Why 
do you think that all three of the major domestic companies are so 
firmly opposed to this, at least, the one which was originally discussed, 
and it is my definite information that they were—they know much 
about this more than I do—why were they so concerned that this might 
endanger their stability and survival ? 

Mr. Anperson. Well, I hesitate to speak for the companies as to 
whether they are opposed to it. They have said so, of course. 

Senator Futsrient. They certainly said so. LT understood they said 
so in a meeting with you. 

Mr. Anperson. They did indeed; yes. 

Senator FuLBricnrt. Why do you think they would be so concerned 
if the prospects are without any danger to them ? 

Mr. Anprrson. As I say, I hesitate to answer that because it would 
be supposition on my part. 
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Senator Futsricur. I would be interested in having your supposi 
tion. Lam always trying to get the truth. 

Mr. Anpbrerson. To put it in the simplest form, I think it is per 
fectly natural for any business to look with a certain amount of dis 
favor at new competition that may be looming over the horizon. |] 
believe businessmen asa whole—— 

Senator Futsricntr. Do you think their attitude would be the same 
if limited to expansion in this company or anew company 4 

Mr. Anperson. I suspect it would; yes, 

Senator Fuisricur. I would say maybe that was the point of your 
question to me before. 1 would say personally that if the economics 
would justify it, if all these people that I mentioned firmly decided 
there must be a greater supply, then all things being equal I certainly 
wouldn't interfere with helping a new company. I wouldn't want to 
take that position at all. 

In fact 1f 1 was in your position to make the decision, I think I would 
be inclined to favor anew company, it responsible new company such 
as | understand has been interested. There was another company 
before, the Spartan Aircraft Co., which I understand is well financed 
and so on, which made an application for a new plant last fall, and J 
was in favor of that, too. 

I mean I hope you don’t think either I or the committee want just to 
keep these three companies W ith control. 

Mr. Anperson. No. 

Senator Futsricut. We wouldn't criticize you at all. I certainly 
wouldn’t if you saw fit to bring in a new one. 

The only thing is that the monopoly angle hadn't impressed me 
much mavbe I am behind the times. I was so conscious of the 
difference between now and 10 years ago when you only had one 
company and when you had a lawsuit by the Government to break 
up the monopoly that then existed. I would assume that with three 
fairly vigorous companies, you would have a high degree of competi 
tion if there was a buyer’s market. Of course, in this kind of market 
there just isn’t any, I suppose. 

Mr. Anperson. Well, as I told you on Monday, I agree with that. I 
have plenty of opportunity to see the competition between the existing 
three producers in this country, and it Is a very vigorous and active 
competition. 

Senator Futsricntr. Well, thank vou very much. 

The committee will stand in recess pending further call, and I think 
there are one or two other statements from the members of the indus 
try which will be put into the record as soon as they are available. 

Mr. Anperson. Thank you very much, sir. 

(Whereupon, at 12:10 p. m. the jomt committee recessed pending 
further call.) 
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(The following were submitted for the record :) 


REYNOLDS MeTALs Co. 
Washington 6, D. C., Mareh 21, 1952. 
tion. MANLY FLEISCHMANN, 
Administrator, Defense Production Administration, 
Washington, D.C. 


Dear Mr. FLEISCHMANN: We appreciate the opportunities afforded our com- 
pany by you and Deputy Administrator Samuel W. Anderson to study the Feb- 
ruary 26 memorandum, to discuss it with both of you at the March 5 conference 
and to submit our views in writing. Below is a summary of our views. A more 
fully documented statement of them will be submitted shortly. 

After a thorough study of the February 26 memorandum and full considera- 
tion of the March 5 meeting we have reached these conclusions: 

1. No further expansion of United States aluminum producing capacity and 
no long-term Government commitment to purchase Canadian aluminum are 
needed to fulfill any military or civilian requirements through 1959, as estimated 
by your agency, because: 

(a) All defense orders are being filled satisfactorily. In fact, 15,000 tons of 
aluminum has been turned back to DPA for seeond quarter delivery, all of 
which is being released for civilian uses. 

(vb) Military needs are not expected tv increase. Instead they are expected to 
stay at present levels until 1954 and begin to decline at that time. 

(e) After 1954, military demands will be limited to replacement and main- 
tenance needs and will be substantially below present military consumption, 

(d) The United States producers are now constructing 663,000 tons of addi- 
tional primary aluminum capacity. When this expansion is completed in 1953 
this country’s capacity will have been increased 100 percent over 1950 capacity, 
and the Nation’s total annual supply of aluminum, including scrap, will be 
2,000,000 tons. 

(e) As a result of this expansion, relatively more than is being achieved by 
any Other basic industry, the total United States supply of aluminum will exceed 
by a wide margin all military and essential civilian requirements through 1959, 
as far as they can be foreseen by your agency, the United States producers and 
fabricators, and the Canadian producers. It is worth noting that on March 13 
a leading executive of the Canadian producer publicly declared that his com- 
pany’s sales forecasters estimate that the United States demand will be 3.6 
billion pounds by 1960 and that there will be “ups and downs” until then. Even 
that 1960 forecast is 400 million pounds a year below the total annual supply 
which will be available beginning in next year. 

2. There is no sound basis for the theory that aluminum consumption will 
increase 5 percent per capita every year for an indefinite period. The National 
Industrial Conference Board predicts a decline in the rate of growth during 
future years. As far as we can ascertain no representative group, be they fabri- 
cators or producers, in this country or in Canada, supports the theory of a 
steady increase in per-capita consumption year after year. 

3. The outstanding performance of the United States producers in expanding 
production and capacity, especially since World War II, indicates that they can 
be relied on to continue increasing production and capacity as much as is neces 
sary to meet in full all future civilian demands. 

4. The Canadian proposal would not benefit the United States civilian fabri 
cators because : 

(a) It would not add materially to available civilian supplies here before 
1955. The 1953 and 1954 “commitments” by the Canadian producer are to con- 
tinue offering in the United States civilian market approximately the volume of 
Canadian aluminum already being shipped here. 
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The proposed Canadian commitment to offer 600 million pounds in the 


(hb) 
United States civilian market each year, 1955 through 1959, would be of little 
value to the United States fabricators. As already indicated, by 1955 the mili 
tary build-up will be completed and the bulk of this country’s 4-billion-pound 
annual supply will be available for civilian use. 


(c) No price advantage will come from the Canadian contract as the price 
would be the same as the then current United States price. 

(7) The United States producers have already agreed that two-thirds of their 
663,000 tons of new capacity, or 442,000 tons of new capacity, or 442,000 tons a 
year must be made available for 5 years to the independent fubricators in pig 
form in the event the Government does not require it. Thereafter 25 percent 
of the 668,000 tons, or 165,000 tons a year (equivalent to 330,000,000 pounds 
per annunm—more than the peak annual output in this country prior to World 
War IL) must be made available to the independent fabricators for a period of 
15 years. Thus, for the next 20 years the independent fabricators are reason- 
ably assured more primary aluminum than was produced in this country in any 
year prior to World War IL. This commitment was made by the United States 
primary producers without any guarantee at all that a single pound of this 
aluminum will be taken by either the fabricators or the Government during the 
15 years in question. 

5. The Canadian proposal could weaken competition in the domestic aluminum 
industry : 

(a) Under the proposed contract, the United States Government and over 
$300 million of public funds would be supporting the Canadian monopoly in its 
drive to take purely civilian United States markets away from the United States 
producers during the 1955-50 period. ‘This would occur at the very time that 
United States military orders are expected to drop sharply, beginning in 1955 
With a supply of 4 billion pounds a year to sell, the United States producers 
may face their biggest selling task during the very years, 1955-59, when the 
United States Government would be supporting the Canadian monopoly’s efforts 
to sell G00 million pounds a year here. 

(6) With the Canadian monopoly already the world’s largest and lowest cost 
producer, it would be in a good position to replace instead of merely supplement- 

ne United States production to the extent that the market is unable to absorb 

all that is offered Such replacement of United States production with Ca 
nadian eXports—exactly what already happened in 1947—would increase the 
United States fabricators’ dependence on Canadian aluminum. The benefits of 
a strongly competitive domestic aluminum industry would be lost to the United 
States fabricators if the position of the Canadian monopoly were to be strength 
ened here with United States Government funds at the expense of the United 
States producers 

c) Federal Judge John C. Knox, in his June 1950 decision in the Alcoa anti 
trust case stated that the Canadian company’s competition in the United States 
market “may prove so severe as to diminish the prospects not only of Alcoa, 
but also of Reynolds and Kaiser. In such event, the competitive situation may 
be found to be impaired rather than improved.’ 

6. The United States producers have served the United States fabricators far 
better than the Canadian monopoly has in the past or could in the future: 

(a) More opportunities for small business were created since World War II 
'y the domestic aluminum producers than by any other major metal industry. 
This was accomplished through increase in production (tenfold since 1939), 
low prices (still 10 percent below 1939), and aggressive sales, market promotion, 
product development, and Nation-wide advertising. 

(6) In 1951 the United States producers increased the supply of primary alum 
inum in this country by 234 million pounds over 1950 but the Canadian monopoly 
cut its shipments to the United States fabricators here 115 million pounds below 
the previous year despite a 71 million pound increase in its production. 

(¢) The United States producers are preponderantly dependent on the United 
States market as the outlet for its production. No other market has any prior 

aims to the 3.1 billion pounds of primary production which will be available 
here annually 

The Canadian producer has prior commitments to the British Government 
Which has first call on 440 to 551 million pounds a year of Canadian production 
\s the sole producer, it presumably must also give priority to Canadian fab 
ricators over United States fabricators. It also can be expected to give pref 
erential service to a third croup of customers, the world-wide Aluminum Limited 
system of companies since it is a wholly owned subsidiary of Aluminum Limited 
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Che United States market is therefore in a fourth class category as far as Ca 
nadian aluminum is concerned 

Therefore, insofar as the proposed Canadian contract would weaken the 
United States producers in the United States market it would be harmful to 
the long-range interests of the United States fabricators 

7. The Canadian proposal is an unnecessarily costly method 
aluminum because : 


(a) The Canadian aluminum will be available to the United States Govern 


of tockpiling 


ment only when there is a surplus in the civilian market here lo the extent 
that the Canadian aluminum o..ered here forces United States producers it 


tail production and sales there will be a loss of profits and wages here which 
he retlected in less taxes to the Government 

(4) The accelerated amortization granted by the Government to the United 
States producers on the new capacity is a partial postponement of taxation 
In the 1955-59 period, after these plants. are substantially ritten down, the 
United States producers’ profits will be subject to relatively high taves lo the 
extent that the proposed Canadian contract forces United States producers to 
cut production or sales the United States Government will lose many millions in 
taxes. Two of the United States producers recently reported that they expect to 
pay over $100,000,000 in taxes on their 1951 operations Since the United States 
Government collects no taxes from the Canadian producer, these tax los 
should be added to the Government's direct cost of such metal if purchased 

S. Low cost hydro power in Canada does not justify United States Gover 
ment financial assistance to new aluminum capacity in Canada on 
tional security disadvantage of a greater dependence on n 
Columbia, near Alaska because : 

(a) The Government’s principal interest in aluminum production 


Ses 


elles 


‘~w capacity in British 


and capacity 
is for national security For that reason, in 1251, the Hon. W. Stuart Sym 
ton, then Chairman of the National Security Resources Board and former Secre 
tary for Air, decided in favor of United States capacity expansion and 
greater dependence on Canadian supplies. Commenting on this very 
of relatively cheap power, he declared last summer : 


acainst 
question 

“If because of power economy it would be richt to build new aluminum plant 
on northern outskirts, then why is our new and greatest aviation research cen- 
ter located in Tennessee 

‘Production of atomic bombs requires very great a1! ints of electric powe1 
Why then has the new center for this production just been placed in South 
Carolina 7’ 

(%) Since the Canadian proposal provides only for the sale of Canadian alum 
inum here at United States producers’ prices, whatever savings in power 


Ly in costs 


are realized in Canada remain there and are not passed on the United States 
fabricator or the United States Government 

(c) Early in World War II the United States Government did make long 
erm commitments for Canadian aluminum from new capacity there 
cheap powet 

Is it not pertinent to ask: How much aluminum is the United States now get 
ting from the billion-pound plant built for the Canadian monopoly in World War 
il, with the help of United States advances, premium prices, and 


tracts? 


Using very 


SUP pS carr 


We should profit from our expensive Canadian lesson in World War II. We 
should not repeat the same mistake. 

9. If additional Canadian aluminum is needed for the free world the Canadian 
Government, not the United States Government, should arrange for it 

Canada should shoulder its part of the responsibility for the defense of the 
free world. It should not leave it to the United States alone. The United States 
Government has taken steps for a 100 percent expansion of the domestic alumi- 


num industry If more is needed for Canada, then the Canadian Government 
should take the responsibility. Especially is this true in view of the financial aid 


given in World War II by the United States to Alean—a company which 
devoting that capacity mainly to sal 


is now 
s to other countries 

Canada is a prosperous, booming country. The Canadian Government showed 
a surplus of $700,000,000 last vear ; we showed a deficit. The Canadian dollar is at 
a premium compared with the United States doliar 

10. If more aluminum is needed by the Government, the United States pro 


ducers should be given the first opportunity to supply it. The industry’s coopera 


tion with the Government to date justifies a policy of not seeking foreign sources 
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of supply until the United States producers indicate they cannot meet the 
Government's needs. 

11. Stockpile purchases by the United States Government, insofar as they are 
made out of civilian surpluses (the principle underlying the Canadian proposal) 
should be on the following basis: 

(a) The United States producers should be permitted each year to supply as 
much of the Government's requirements as they can. 

(b) If the United States producers cannot fill the Government’s requirements 
for a particular year, Canadian or other foreign producers should be permitted 
to supply the balance for that year. 

This procedure would assure the United States producers that United States 
Government stockpile purchases abroad would always be supplemental to the 
domestic supply and never force a curtailment of United States production. 

12. Neither DPA nor any other Government agency should make long-term 
Government commitments for the purpose of importing aluminum to meet the 
“ultimate civilian demand” through 1959. Competition and private enterprise can 
more effectively create as well as meet an increase in demand. The sharp growth 
of aluminum markets since World War II is ample proof of the ability of this 
country’s industry to develop aluminum markets and uses. 

It is our earnest hope that these views will be of assistance to you in the fur- 
ther analysis of the proposals contained in the February 26 memorandum. We 
are looking forward to the opportunity of discussing these questions with Mr. 
Wilson and yourself at the meeting which you indicated would be arranged prior 
to any decision by the Government. 

Very truly yours, 
MARION M. CASKIE, 
Erecutive Vice President 


Reynoitps Merais Co. STATEMENT RE DEFENSE PRODUCTION ADMINISTRATION 
MEMORANDUM ON ALUMINUM 


(Dated February 26, 1952) 
ACKNOWLEDGMENT 


Reynolds Metals Co. wants to take this opportunity to commend Defense 
Production Administrator Manly Fleischmann and Deputy Administrator for 
Aluminum, Samuel W. Anderson, on their cooperation and courtesy in enabling 
our company and al! others interested in the aluminum industry to study and 
discuss the proposals set forth in their memorandum of February 26, 1952, and 
on their assurances that another meeting with the United States producers will 
be held before any final decision is reached and no action will be taken without 
specific congressional approval and authorization. 


INTRODUCTION 


This statement supplements our letter of March 21, 1952, which outlined the 
Reynolds Metals Co.’s position with respect to the proposals made in your 
February 26, 1952, memorandum. We recognize that your memorandum was 
designed to be a starting point for Government and industry to work out together 
what they both want: the best possible program ‘to meet current and long 
range military needs for aluminum with the least damage to our free-enterprise 
system or the domestic civilian aluminum industry. And it is in that spirit 
that this statement has been prepared. 

To put our comments in proper perspective, we feel it is desirable to preface 
them with a brief reference to Reynolds Metals Co.’s record to date on military 
preparedness, particularly stockpiling. 


SUMMARY 


1. Reynolds Metals has been a leader since early in i940 in advocating and 
creating increased aluminum production and capacity to avert military short- 
ages. The basic stockpiling procedure proposed in the February 26 memo- 
randum, namely, that an aluminum stockpile be accumulated in peacetime out 
of excess supplies in the United States market beyond the total demand, was 
recommended repeatedly by Reynolds Metals Co. since the end of World War IT, 
particularly in 1947 and 1949 when such surpluses actually existed. The fol 
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lowing conclusions reached by Reynolds Metals Co. with respect to the proposals 
made in the February 26 memorandum therefore are based on its appraisal of 
available facts, there being complete agreement with the basic objective of 
creating an adequate stockpile out of peacetime surpluses as a safeguard against 
future military emergencies. 

2. No further expansion of United States aluminum-producing capacity and 
no long-term Government commitment to purchase Canadian aluminum are 
needed to fulfill any military or civilian requirements through 1959 because 

(a) All defense orders are being filled satisfactorily. In fact, 30 million 
pounds of aluminum have been turned back by the military to DPA for 
second quarter delivery, all of which has been released for civilian uses 

(b) Military needs are expected to stay at present levels until 1954 and 
thereafter will be limited to replacement and maintenance needs and will 
be substantially below present military consumption 

(c) United States expansion is still going on. The 1952-53 increase in 
production is expected to surpass the peak year of World War II. The 
United States producers are pow constructing 1,326 million pounds of addi- 
tional primary aluminum capacity. When this expansion is completed in 
1953, this country’s capacity will have been increased 100 percent over 1950 
capacity, and the Nation’s total supply of aluminum, including scrap, will 
be over 4 billion pounds a year. 

(d) Asa result of this expansion, the total United States supply of alumi- 
num will exceed by a wide margin all military and essential civilian require- 
ments through 1959. 

The 4 billion pound annual supply, according to Defense Production Admin 
istration estimates, will be four times as much as will be needed to meet esti 
mated military and military-generated (B product) requirements through 1959 
and twice the expected requirements for all civilian and military uses covered 
by CMP allotments. On March 13 a leading executive of the Canadian producer 
publicly declared that his company’s sales forecasters estimate that the United 
States demand will be 3.6 billion pounds by 1960 and that there will be “ups 
and downs” until then. Even that 1960 forecast is 400 million pounds a year 
below the total annual supply which will be available beginning in next year 

3. No formula can be devised to forecast accurately the long-range United 
States civilian demand for aluminum. There is no sound basis for the theory 
that aluminum consumption will increase 5 percent per capita every vear for 
an indefinite period Future markets are created, not inevitable Aggressive 
and resourceful sales, product and market development activities of the industry 
are a better guide to the future than any theoretical statistical trend line 

4. The outstanding performance of the United States producers in expanding 
production and capacity, especially since World War II, indicates that they can 
be relied on to continue increasing production and capacity as much as is neces 
sary to meet in full all future civilian demands. 

5. The Canadian proposal would not benefit the United States civilian fabri 
ecators because : 

(a) It would not add materially to available civilian supplies here before 
1955. The 1953 and 1954 commitments by the Canadian producer are to 
continue offering in the United States civilian market approximately the 
volume of Canadian aluminum already being shipped here 

(6) The proposed Canadian commitment to offer 600 million pounds in 
the United States civilian market each year, 1955 through 1959, would be of 
little value to the United States fabricators. As already indicated, by 1955 
the military build-up will be completed and the bulk of this country’s 4 
billion-pound annual supply will be available for civilian use 

(c) No price advantage would come from the Canadian contract as the 
price would be the same as the then current United States price 

(d@) The United States producers have already agreed that two-thirds of 
their 1,326 million pounds of new capacity, or 884 million pounds a year 
must be made available for 5 years to the independent fabricators in the 
event the Government does not require it. Thereafter 25 percent of the 
1,326 million pounds, or 330 million pounds a year (more than the peak 
annual output in this country prior to World War IL) must be made avail 
able to the independent fabricators for a period of 15 years. Thus, for the 
next 20 years the independent fabricators are assured more primary alu- 
ininum than was produced in this country in any year prior to World War II 
This commitment was made by the United States primary producers without 
any guaranty at all that a single pound of this aluminum will be taken by 
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either the fabricators or the Government during the 15 years in question 
6. The Canadian proposal could weaken competition in the domestic aluminum 
industry 
(a) Under the proposed contract, the United States Government and over 
$300 million of public funds would be supporting the Canadian monopoly in 
its drive to take purely civilian United States markets away from the United 
States producers during the 1955-59 period. This would occur at the very 
time that United States military orders are expected to drop sharply, begin- 
ning in 1955. With a supply of 4 billion pounds a year to sell, tne United 
States producers may face their biggest selling task during the very years, 
155-50, when the United States Government would be supporting the 
Canadian monopoly’s efforts to sell GOO million pounds a year here 
(b) With the Canadian monopoly already the world’s largest an 
cost producer, it would be in a good position to replace instead of merely 
United States production to the extent that the market is 
Such replacement of United States pro 


' lowest 


Supplementing 
unable to absorb all that is offered 
duction with Canadian exports—exactly what already happened in PHT 
would increase the United States fabricators’ dependence on Canadian 
tluminum The benefits of a strongly competitive domestic aluminum 
would be lost to the United States fabricators if the position of the 


industry 
ted States Govern 


Canadian monopoly were to be strengthened here with Uni 

ment funds at the expense of the United States producers 
(c) Federal Judge John C. Knox, in his June 1950 decision in the Alcoa 

i that the Canadian company’s competition in the United 


antitrust case, stated 
States market “may prove so severe as to diminish the prospects not only 
of Alcoa, but also of Reynolds and Kaise In such event, the competitive 


situation may be found to be impaired rather than improved.” 
7. The United States producers have served the United States fabricators far 
petter than Alcan has in the past or could in the future 

(2) More opportunities for small business were created since World War 
Il by the domestic aluminum producers than by any other major metal 
industry, This was accomplished throug: increase in production (tenfold 
since 1989), low prices (still 10 percent below 1959), and aggressive sales, 
market promotion, product development, and Nation-wide advertising 

(b) In 1951 the United States producers increased the supply of primary 
aluminum in this country by 254 million pounds over 1950 but the Canadian 
monopoly cut its shipments to United States fabricators here 115 million 
pounds below the previous year despite a 100-million-pound increase in its 
produc tion 

(c) The United States producers are preponderantly dependent on the 
United States market as the outlet for its production No other market has 
any prior claims to the 3.1 billion pounds of primary production which will 
be available here annually. 

The Canadian producer has prior commitments to the British Government 
which has first call on 440 to 551 million pounds a year of Canadian pro 
duetion As the sole producer, it presumably must also give priority to 
Canadian fabricators over United States fabricators. It also can be ex- 
pected to give preferential service to a third group of customers, the world 
wide Aluminum Ltd. system of companies since it is a wholly owned sub 
sidiary of Aluminum Ltd. The United States market is therefore in a fourth- 
class category as far Canadian aluminum is concerned, 

Therefore, insofar as the proposed Canadian contract would weaken the 
United States producers in the United States market, it would be harmful to the 
long-range interests of the United States fabricators 

S. The Canadian proposal is an unnecessarily costly method of stockpiling 
aluminum because : 

(a) The Canadian aluminum will be available to the United States Gov 
ernment only when there is a surplus in the civilian market here. To the 
extent that the Canadian aluminum offered here forces United States pro 
ducers to curtail production and sales, there will be a loss of profits and 
wages here which will be reflected in less taxes to the Government. 

(b) The accelerated amortization granted by the Government to the United 
States producers on the new capacity is a partial postponement of taxation 
In the 1955-59 period, after these plunts are substantially written down, the 
United States producers’ profits will be subject to relatively high taxes. To 
the extent that the proposed Canadian contract forces United States pro- 
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ducers to cut production or sales, the United States Government will lose 
many millions in taxes. Two of the United States producers recently re- 
ported that they expect to pay over $100,000,000 in taxes on their 1951 opera 
tions. Since the United States Government collects no taxes from the 
Canadian producer, these tax losses should be added to the Government’s 
direct cost of such metal if purchased 

9. Low cost hydro power in Canada does not justify United States Government 
financial assistance to new aluminum capacity in Canada or offset the national 
security disadvantage of a greater dependence on new capacity in British Colum 
bia, near Alaska, because 

(a) The Government’s principal interest in aluminum production and 
capacity is for national security. For that reason, in 1951, the Honorable 
W. Stuart Symington, then chairman of the National Security Resources 
Board and former Secretary of the Air Force, decided in favor of United 
States capacity expansion and against greater dependence on Canadian 
supplies. Commenting on this very question of relatively cheap power, he 
declared last summe! 

“If because of power economy it would be right to build new aluminum 
plants on northern outskirts, then why is our new and greatest aviation 
research center located in Tennessee ? 

“Production of atomic bombs requires very great amounts of electric power 
Why then has the new center for this production just been placed in South 
Carolina 7” 

(b) Since the Canadian proposal provides only for the sale of Canadian 
aluminum here at United States producers’ prices, whatever savings in power 
costs are realized in Canada remain there and are not passed on to the United 
States fabricator or the United States Government 

(c) Early in World War II the United States Government did make long 
term commitments for Canadian aluminum from new capacity there using 
very cheap power. 

Premium prices were charged the United States Government even though its 
advances and long-term commitments helped to finance the new Canadian 
capacity 

10. If additional Canadian aluminum is needed for the defense of the free 
world, the Canadian Government—not the United States Government—should 
arrange for it 

The task of providing enough aluminum for the military security of the free 
world should be the joint responsibility of all the aluminum producing natious 
If the military stockpiling of Canadian aluminum is desirable, the Canadian 
Government should finance it 

Canada is a prosperous, booming country. The Canadian Government showed 
a surplus of $700 million last year; its sixth budgetary surplus in a row rhe 
United States showed a deficit. The Canadian dollar is at a premium compared 
with the United States dollar 

11. Stockpile purchases by the United States Government should be on the 
following basis: 

(a) If more aluminum is needed by the Government, the United State 
producers should be given the first opportunity to supply it. The industry's 
cooperation with the Government to date justifies a policy of not seeking 
fore'gn sources of supply until the United States producers indicate they 
cannot meet the Government's needs 

(b) The United States producers should be permitted each year to supply 
as much of the Government's requirements as they can 

(c) If the United States producers cannot fill the Government’s require 
ments for a particular year, Canadian or other foreign producers should be 
permitted to supply the balance for that year 

This procedure would assure the United States producers that United States 
Government stockpile purchases abroad would always be supplemental to the 
domestic supply and never ferce a curtailment of regular United States 
production. 

12. Neither DPA nor any other Government agency should make long-term 
Government commitments for the purpose of importing aluminum to meet the 
“nltimate civilian demand” through 1959. The aluminum industry, through com 
petition and private enterprise can more effectively create as well os meet an 
increase in demand. The sharp growth of aluminum markets since World War 
II is ample proof of the ability of this country’s industry to develop the civilian 
demand and to expand the supply to meet that demand 


, 
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1. Reynolds Metals Co. record on military preparedness and stockpiling 


The following chronology outlines what Reynolds Metals Co. has done to 
create a larger domestic aluminum supply and stockpile and to alert the Nation 
against the danger of military shortages: 

1940, May: Richard S. Reynolds, Sr., then president of Reynolds Metals Co., 
urged Government and industry leaders in Washington to build this country’s 
production “up to one billion pounds at the earliest date practicable.” The United 
States capacity was 400 million pounds at the time. He was told he was “unduly 
alarmed” and “Reynolds thereupon decided to venture into the aluminum produc- 
tion field himself’ (from Historical Reports on War Administration, War lro- 
duction Board, Special Study No. 22, p. 11, issued by the Civilian Production 
Administration July 15, 1946). 

1941, May 18: Reynolds Metals began the production of aluminum, the first 
competitive source in this country. Despite the conclusion of the National 
Defense Advisory Commission’s Raw Material Division that “no additional 
aluminum capacity was necessary” Reynolds Metals mortgaged its profitable 
fabricating properties to get an RFC loan. RFC regarded the loan as “strictly 
a business proposition” especially since members of the defense agency's Raw 
Materia! Division “were opposed to it” (Special Study No. 22, pp. 14-14A). 

145: Although some of the largest Government producing plants in New York, 
New Jersey, and California were already idle for over a year and a half and 
converted to storage warehouses, and despite general predictions that aluminum 
markets will be glutted with a three billion pound flood of war surplus aluminum, 
the Surplus Property Board was notified in August that “Reynolds Metals Co. 
is definitely interested in leasing and ultimately acquiring’ Government produc- 
ing plants and is ready “to negotiate on any reasonable basis.” 

1946, January 10: Reynolds Metals was the first to lease idle Government war 
plants on the basis of guaranteed minimum rentals to the Government regardless 
of market conditions. So few saw any possibility of profitable operation, that 
Reynolds Metals was the only independent bidder for most of the plants it leased, 

1946, April-May: Reynolds Metals was the first to put leased Government war 
plants back into production. 

ioM7, May 283: Reynolds Metals Co. urged the Munitions Board to stockpile 
aluminum, then in excess supply, declaring that it “is the most effective and 
economical way of keeping the aluminum industry in condition to meet future 
military demands.” (For full statement, see appendix A.) 

1947, October 6: The Aluminum Production Subcommittee of the Industry 
Advisory Committee unanimously recommended “that the Army and Navy Muni- 
tions Board stockpile aluminum.” Reynolds Metals Co. was a member of that 
subcommittee 

1948, February 10: Reynolds Metals publicly called for “immediate planning 
of aluminum supply to meet air power needs” as indicated by the Finletter re- 
port which had just been issued. (See appendix B.) 

1949, September 14: The Industry Advisory Committee again recommended 
to the Munitions Board that it stockpile aluminum, Reynolds Metals Co. joined 
in that recommendation. (See appendix C.) 

1950, June: At the option of Reynolds Metals Co. and, pursuant to Public Law 
152, 36 million pounds of aluminum had been delivered for the stockpile in pay- 
ment of Government plant rental and purchase obligations due for the period 
since August 1049. 

1950, August 18: Reynolds Metals Co., joined with the other members of the 
Aluminum and Magnesium Industry Advisory Committee in unanimously rec- 
ommending to the Munitions Board: ' 

(a) Expansion of aluminum-producing capacity in the United States to 
meet long-range national-security requirements. 

(b) “In order to temporarily supplement the present inadequate aluminum 
capacity of our country imports of aluminum on a short-term basis should 
be encouraged.” 

1950, August 18: Reynolds Metals Co., offered General Services Administra 
tion, for the stockpile, the output of a new unit, about 40,000,000 pounds a year, 
with delivery beginning in February 1951. 

1950, August 25: Reynolds Metals submitted proposals to the Munitions Board, 
offering to supply 1,500,000,000 pounds of aluminum to the stockpile on the basis 
of a 5-year contract. 

1950, September 25: Reynolds Metals published large ad in leading papers 
throughout the country headlined: “America needs more aluminum’ and urging 
capacity expansion in the United States. (See appendix D.) 
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1950, November 25: Reynolds Metals was the first company to reach an agree- 
ment with the United States Government on the expansion of aluminum capacity. 
(See appendix E.) 

1951, June: Reynolds Meta!s was the first to bring into production new capac 
ity built under the expansion program negotiated with the Government at the 
end of 1950. (See appendix E.) 

These actions, it seems to us, indicate that Reynolds Metals Co., has been in 
the forefront in the effort to assure the military of adequate supplies, to build up 
military stockpiles, to expand output and to promote the maximum development 
of the civilian industry. 


2. United States supply will erceed estimated military and essential civilian 
requirements through 1959 

Aluminum supply and requirements developments during recent weeks give 
every indication that the worst of the civilian shortage caused by the Korean 
crisis is over. Shert of an all-out war, the civilian supply of aluminum should 
increase each month without any sacrifice or delay in meeting military needs. 
The testimony of Defense Production Administrator Manly Fleischmann on 
March 4 before the Senate Banking and Currency Committee accurately summed 
up the situation: 

“Senator Bricker. What is the future in aluminum and copper? What about 
the source of supply? Is it improving’ 

“Mr. FLEISCHMANN. In the aluminum situation, the prospects are very good 
indeed. We are getting more and more aluminum every month, and every 
quarter, and by some time in 1953, we should have a comparatively easy situation 
in aluminum, and as we get more aluminum in - 

“Senator Bricker. There is an expanded production? 

“Mr. FLEISCHMANN. Yes, out of our expanded production. By 1954, whether 
or not we increase the plans for aluminum expansion again, we may be able 
to resume stockpiling which we have not done in many months. 

“Senator Bricker. Is any of the allocation coming out of stockpile? 

“Mr. FLEISCHMANN. No, sir. It is my expectation and belief that the supple- 
mentary allotments can be handled without going into the stockpile for either 
aluminum or copper. That represents a very desirable change from the situation 
that we have had to face in the past few months.” 

(Hearings, Defense Production Act Amendments of 1952, pp. 150-131.) 

On March 21, 1952, Defense .Production Administrator lleischmann told the 
same committee that, with respect to aluminum: “the figures indicate that our 
present expansion will take care of mobilization requirements, to begin 
with * * * wehavea very large program now. I think it is very likely that 
it is large enough.” 

Similarly optimistic views on the immediate future were also voiced by Deputy 
Administrator Samuel W. Anderson, who told a House subcommittee on March 
11 that 

“T think it is fair to say that the outlook suggests that unless there is a very 
large change in the demands for aluminum for military purposes, the civilian 
users of the metal will find themselves increasingly able to satisfy their wants 
and gradually to recover the position which they occupied before the impact of 
the defense progrgm was felt.” 

A very significant sign that the aluminum shortage has eased is the action of 
the military in releasing to DPA 30 million pounds of aluminum scheduled for 
second quarter delivery. This release means that the military had access to 
more aluminum than it needed for the second quarter Its reassignment to 
civilian uses indicates that no military need is going unsatisfied and the: fore as 
the aluminum supply increases, that increase can be expected to become available 
to civilian industry. 

The February 26 memorandum corroborates these views that the civilian 
supply of aluminum should steadily increase as a result of the leveling of military 


quirements. The supply estimates in the memorandum (p. 2) show that, as 
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against the fourth quarter of 1951, the net increase in United States supply will 
probably be: 


Per quarter Full year 
Toms Tons 
952 it, 600 765, 500 
1953 154, 250 617, 000 
1954 (based on fourth quarter 1953 level 171, 800 687, 200 


Additional supply beyond the total of expected 1952-4 military requirements and current level of civilian 
use, 1,510,700 tons 


How this additional supply actually will be used depends, of course, on future 
military budgets Under circumstances as they are today, however, and as 
far as can be foreseen, this 1952-54 total of 1,510,700 tons should be available 
for civilian use beyond present consumption levels 

At this moment, therefore, the prespect is for a very substantial increase iu 
civilian supplies without any further expansion here or elsewhere 

The long-range picture is no less optimistic. The recent military stretch-out 
has extended the military build-up program through 1954. The effect of this 
action has been to level off a sharp peak in military aluminum requirements and 
create a plateau instead but at a much lower level 

As was graphically demonstrated by the Defense Production Administration 
charts at the March 5, 1952, meeting with the United States producers, total 
military aluminum requirements (including “B” products) will stay at present 
levels through 1954 and then drop sharply. Beginning with 1955 through 1959, 
according to the Defense Production Administration estimates, the total mili 
tary needs (short of peak mobilization or total war) will be confined to main 
tenance and replacements. The annual 1955-59 requirements are expected to be 
less than half the vearly levels prevailing now through 1954. 

In contrast to the downward trend of military needs, the United States pro 
ducers are still expanding producing capacity. The bulk of the new capacity is 
coming into production during the next 12 months. The production estimates 

> 


in the February 26 memorandum (p. 2) show this rather clearly 





{Millions of pound 
| 
Quarterly peric ! Increase 
Fourth quarter, 195 SS 5 ees ee 
8 md quarter, 1952 . 62.0 47.4 
Fourth quarter, 1952 ¥ . 159.4 97.4 
Second quarter, 19 . : fad neetan 297.2 | 137.8 


Thus, during the next half vear the new plants will add twice as much to the 
Nation’s quarterly output as they are now doing and a year from now the 
quarterly rate of output in the new plants will be almost five times what it is 
now. This 1952-53 increase will be the largest in any single year in this coun 
try’s history, exceeding even the 1942-48 increase during World War I1 under 
the pressure of an all-out war. 

Deputy Administrator for Aluminum, Samuel W. Anderson, told a Senate 
Small Business Subcommittee on March 7 and a similar House subcommittee on 
March 11 that beginning late in 1953, the total supply in the United States market 
(including scrap and no further increase in exports) will be over 4 billion pounds 
a year 

This total supply will far exceed any anticipated military or essential civilian 
aluminum requirements. For example, on the basis of the Defense Production 
charts used at the March 5 meeting with the United States producers, the 4 bil 
lion pound supply would be about four times as large as the military require 
ments (including “B” products) from 1955 through 1959 and about twice as large 
as the military and civilian uses covered by CMP allotments are expeeted to be 
during those years 
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The total aluminum supply (including scrap and the present rate of imports) 
available for civilian purposes each year during the 1955-59 period, barring 
total war, will therefore probably be about 3 billion pounds or more. This is 
about one and a third times as much as this country’s total 1950 suppiy, for mili- 
tary and civilian combined The probable margin for increased civilian con- 
sumption is sufficiently large to give reasonable assurance that there will be 
substantially more aluminum than will be required for the presently estimated 
militar¥ and essential civilian needs through 1959. 

In this connection, it is worth noting that Edwin J. Mejia, vice president of 
Aluminum, Ltd. (parent company of the Canadian producer), made public on 
March 13 his company’s long-range prediction as to the world aluminum markets 
of 1960: "“* * * we calculate world demand in 1960 at 3,300,000 tons of which 
1,800,000 would be taken by the United States.’ 

These estimates are on the basis of total demands, not limited to “essential” 
civilian uses. In further comments on this forecast he told the Journal of Com 
merce that the prediction is based “on the expected long-range demand” and 
that between now and 1960 there wou'd be “ups and downs in the industry.” 
The pending Canadian proposal gives officials of the Canadian producer every 
incentive to persuade the United States that Canadian aluminum will be needed 
here in large amounts during the 1955-59 period Mr. Mejia’s 1960 estimate 
nevertheless is 400 million pounds under the 4-billion-pound annual supply which 
will be available in the United States from late 1953 onward without any sharp 
increase in imports from Canada or any other source 
8. No long-range formula possible for civilian aluminum market 

One of the chief characteristics of this country’s private enterprise-private 
risk system of industrial production and development is its high degree cf flexi- 
bility. No other economic system leaves the power of decision as to civilian 
manufactures and as to what materials shall be normally used so largely with 
individual companies and owners of capital. This feature makes it extremely 
difficult to guess what will be the future size of any industry. That difficulty 
is compounded when there is under consideration a “growth” industry which 
produces, fabricates, promotes and markets a basic metal—such as aluminum- 
so aptly described in the February 26 memorandum as “a dynamic, young mate 
rial” (p. 7). 

The planning of long-range military requirements and the necessity for stock- 
piling critical materials for future wars has long been a recognized obliga- 
tion and activity of the military services. Nevertheless, as explained in the 
memorandum (pp. 4-6), only “certain rough assumptions” can be made at this 
time as to full mobilization needs and “a large number of uncertainties must 
necessarily surround any assumptions made at this time.” 

In turning to long-range future civilian aluminum requirements, there is 
nothing comparable to the Munitions Board on the military sde. The services 
constitute the entire military demand and their demands for aluminum are 
based primerily on engineering or functional specifications. In the civilian 
world no organized greup represents the demond. We still have a system of 
relatively free enterprise where thous inds of manufacturers and millions of fami- 
lies have cons'd-rable freedom of choice: cellophane wrappings or foil: a'uminum, 
glass, or steel utensils; wax paper or household foil. A myrird of forces in- 
fluence the decisions of the buyers and the sellers. Some of these forces are 
scientific; others are capricious, or so subjective and personal as not to be 
susceptible at all to statistical or logical analysis 

This freedom of choice is especially relevant to the growth of aluminum 
markets. A substantial part of the industry's sales efforts is devoted to reacti- 
vating the manufacturers’ and consumers’ freedom of choice: to persuade them 
to switch frem wood windows, from galvanized roofing. from paper packaging 
to aluminum windows, roofing, pockaging, et« The aluminum industry is not 
alone in this effort to get manufacturers and consumers to switch from one 
material to another. There are few industries where aluminum has become 
as standard as it is in the aircraft industry. Yet aluminum is being challenged 
by megnesium and plastics as an aircraft material (see appendix F) Nobody 
knows one way or the other what these developments will do to aluminum mar 
kets, civilian or military, by 1960 But they indicate that research, product 
development, and aggressive selling will most likely have much more to do 
with the size of long-range civiilan mafkets than any theoretical trend lines 
based on population growth, national income, or per capita consumption 
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The basic objection to the theory of a 5-percent increase annually in per capita 
consumption is that any formula is too confining. The vigor with which the 
United States producers have taken the leadership in creating larger and new 
civilian markets since World War II is evidence enough that this industry is 
not content to be confined to any particular rank or status among the Nation’s 
basic industrial materials 

No formula can explain why aluminum consumption went from less than 3 
pounds per capita before World War II to over 12 pounds per capita after the 
war. Some of the reasons were: 

1. A large pent-up civilian demand because it was starved from 1940 
through 1945; 

2. Competition came into the industry during the war bringing multiple 
sources of supply, larger volume, and drastic price cuts ; 

3. Continuance of low prices after the war and sharp increases in output, 
coupled with aggressive selling, advertising, market and product develop- 
ment by the producers and fabricators, 

The first of these influences is nonrecurrent but the other two can continue 
to build demand if the United States industry is strong, modern, competitive, 
and as free to operate privately as national security necessities permit. 

The postwar aluminum industry (since 1946) differs so fundamentally from 
the prewar industry (before 1940) that no statistical formula can be devised 
which is appropriate to both periods, The postwar period covers too narrow a 
span of time to warrant any projection into the future on the basis of which mil 
lions of dollars should be spent by the Government. Not a single one of the 
postwar years reflects a “normal” aluminum market. 

Per capita consumption is a valid basis of forecasting only after a reasonably 
long historical pattern of per capita increases has been shown. That can happen 
only after the usage of a material in each of the major industries has been 
long established. Aluminum is far from that status. In most industries it is 
still carving its place as a major material. The usage of aluminum hy the 
automotive industry depends primarily on how many parts will stay in aluminum 
or switch to aluminum, not primarily on how many cars will be turned out. The 
same holds true in the construction, packaging, appliance, and electrical fields. 

Aluminum is still battling vigorously against other materials. It takes the 
risk of capital, resourceful selling and research to take a market away from 
another material, to overcome the inertia of the prospective customer. The 
heated controversy now going on over aluminum versus copper, despite the 
critical shortage of copper, is illustrative. How much more formidable that 
struggle will be when there is plenty of copper. 

With only the postwar years to go by and none of them reflecting a so-called 
normal civilian market, the per capita formula or any other formula would be 
questionable even on purely statistical grounds. The February 26 memorandum 
cites and appends charts of steel, copper, and zinc consumption in support of 
its per capita approach to future aluminum markets. But it is significant that 
these other charts start with 1900 consumption while the aluminum charts 
start with 1930. And the base for the projected curve of future aluminum con 
sumption is an adjusted 1950 figure without regard to the growth curve over a 
long period of years. 

What the future growth curve is likely to be according to statistical formulae 
is shown in The National Industrial Conference Board's recent pamphlet on 
Growth Patterns in Industry (Studies in Business Economics, No. 32, February 
1952). This report analyzes the growth in aluminum production since 1891 and 
predicts statistically the future rates of growth. (See appendix G.) The 
National Industrial Conference Board study shows that the aluminum industry's 
average rate of growth has steadily diminished : 


Pereent Percent 
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And its statistical prediction for the future is a continued slow-up in the per- 
centage increase in production: 
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=e eee |b ee ae ee 2. 68 
a scpioniin,, HEE eicinn tesmutitaa cesses indaiesiaimanaiel 2. 30 

















DEFENSE PRODUCTION AC! LOSS 


As already explained, Reynolds Metals Co. does not subscribe to or endorse 
any Statistical formula for measuring the aluminum markets of the future. But 
insofar as any reliance is placed in a statistical approach, the views of a recog 
nized authority on business statistics such as the National Industrial Con 
ference Board become most relevant. 

Reynolds Metals Co. is most optimistic about the future of aluminum and 
has been for a long, long time. But we know that there is no inevitability about 
future markets. All! the forecasts made recently by the various aluminum com 
panies are sales goals, objectives to be achieved. These sales goals are not fore 
casts in the sense that an astronomer forecasts an eclipse 5 years hence. No 
universal forces work irresistibly to increase per capita consumption of aluminum 
5 percent, 10 percent or any other percent over the next decade 

The best approach to future aluminum markets we know is to help create 
them by setting optimistic sales goals and doing our best to reach them. That 
requires aggressive selling, product, and market development, up-to-date pro 
duction and fabrication facilities, and the risk of huge amounts of capital. The 
aluminum industry is doing just that and the rapid growth of recent years 
reflects its ability to get results. But a most important prerequisite to the 
industry’s continued growth is a constructive and realistic Government policy 
which permits the further development of the domestic industry on a competi 
tive and private enterprise basis. 

4. The capacity expansion by the United States producers is proof of their 
ability to keep pace with future civilian demands 

The most realistic assurance that long-range civilian needs will be met by the 
United States producers in their performance since the end of World’ War IL in 
expanding production, capacity, and civilian markets. The February 26 memo 


randum itemizes at the outset (pp. 1-2) the vast capacity expansion which will 
be completed some time next year. Consequently, no detailed description is 
necessary here. But these features of the expansion program are worth noting 


(a) Never before, not even under the pressure of an all-out war, did industry 


or Government undertake as vast an expansion program as this country’s alumi 
num producers are now carrying out and will complete in 1953: 


In 1950 United States operating capacity was about billion pounds LS 
By 1953 United States operating capacity will be about do 3.1 
An increase of about do 1.6 
But during World War II expansion by private industry 

totaled -_ ’ . . million pounds GOS 
Expansion by Government ‘ : billion pounds 1.3 

(b) All of the ne capacity has thus far been privately financed. The cost 
will total over $700 million, including auxiliary power and alumina plants 

But during World War II only 30 per of the expansion was by private 


industry, and 70 percent was in Government plants 

(c) All of the new capacity since Korea is expected to operate economically 
and permanently after the military emergency ends. 

Sut about 60 percent of the World War II Government plants were “war 
babies.’ 

Thirty-five percent of that capacity was cannibalized and those plants no longer 
exist. 

Sixteen percent had to be dismantled and relocated by the private producers. 

Eight percent is being operated on a temporary basis under a Government 
stockpile contract with the Government paying excessive power costs. 

(d) To get more primary aluminum production as rapidly as possible, the 
producers have also assumed the tremendous burden of building their own 
power-generating plants for 63 percent of the new capacity. The other 37 
percent will use power purchased from private and public power companies. 

But during World War II less than 4 percent of new aluminum capacity had 
its own power facilities and over 96 percent of the power needs were purchased. 

(e) Bauxite mining is being increased to make sure that there will be no 
ore bottleneck; and more alumina capacity to refine the bauxite is also being 
built by the producers: 

Bauzrite—Mining in Arkansas (Reynolds, Alcoa, and independent mine opera- 
tors), and in Dutch Guiana, South America (Alcoa), is being stepped up. 

New mines in Jamaica, British West Indies, Reynolds’ development, will be 
ready to operate in April 1952; Kaiser’s by September 1952. 
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Alumina.—All of the present plants are being enlarged—Alcoa plants at Mobile, 
Ala., and East St. Louis, IL; Kaiser plant at Baton Rouge, La.; Reynolds plant 
at Hurricane Creek, Ark. 

New plants are being built by Alcoa at Bauxite, Ark.; by Reynolds at Corpus 
Christi, Tex. 

(f) Although the United States capacity expansion is designed to serve 
industry in peace as well as in war, it has been located and dispersed so as to 
best meet n.tional security standards. Eleven different locations are being 
used for the new aluminum capacity. As a result, aluminum will be made 
at 17 different places in the United States; the largest plant will account for 
only 13 percent of the Nation’s capacity. 

But in Canada, over 80 percent of its capacity is concentrated in a single 
plant, Arvida, Quebec. And the bulk of their expansion is also at a single loca- 
tion, in British Columbia just below the Alaskan border. Well over 90 percent 
of Canada’s capacity will be concentrated at these two locations. 

Worst of all, the new Canadian plant is only 1,600 miles from Russian bomber 
bases and on Pacific tidewater, well within the range of Russian submarines. 

About 70 percent of the new United States capacity is in Texas, Louisiana, 
and Arkansas, thousands of miles farther away from the Russians than the new 
Canadian capacity. 

(vy) Before World War IL the United States aluminum industry relied 100 
percent on hydroelectric power. During 1951 and frequently during previous 
years unfavorable water conditions, droughts, and floods, have compelled alumi- 
num plants in the United States and Canada to curtail production. 

Of the new United States capacity, about 72 percent will use power made from 
gas or lignite and only 28 percent will continue to rely on hydroelectric power. 
All of the Canadian expinsion relies on hydroelectric power. 

As a consequence of this large-scale and permanent expansion of capacity by 
the United States producers, there is no real fear of a shortage of civilian alumi 
num supplies during the foreseeable future. The very fact that the Canadian 
producer is reluctant to proceed with the full development of its Kitimat } roject 
reflects its own uncertainty as to whether there really will be a shortage here. 
Its insistence on a civilian market in the United States for part of its output, 
guaranteed by United States Government commitments to purchase, reveals its 
awareness that the supply may actually be more than adequate to meet the 
demand, 

The lack of concern about a 1960 shortage stems from the confidence created 
by the United States producers that they will be as alert to the need for a greater 
supply during the coming years as they have been to date. Nobody has any basis 
for assuming that the United States producers will not continue to provide dual 
leac ership; in creating a greater demand tor aluminum and in creating a larger 
supply to satisfy that demand. 


5. No substantial benefit to United States users of aluminum from Canadian 
proposal 

Analysis of the Canadian proposal, as outlined in the February 26 memorandum 
(pp. 16-17), reveals that it offers little or no benefit to the user of aluminum in 
this country Under that proposal Alcan “would agree to expert to the United 
States” 94.000 tons in 1953, 170,000 tons in 1954, and 300,000 tons a year 1955 
through 1959. The 1953 and 1254 commitments, 264,000 tons, or an average of 
132,000 tons per year, are 20 percent less than the 165,000 tons shipped here by 
Alean during 1850. As the memorandum points out, “Alcan would probably, in 
any case, offer for sale in the United States between 100,000 and 150,000 short 
tons of metal annually over this same period (1953—59)” (p. 16). No tonnage 
benefits are therefore realized in 1953 and 1954. 

Neither is there any benefit discernible from an Alcan commitment to offer 
much larger amounts during the 1955-59 period. There is no probability at this 
time that United States consumers of aluminum will then be in need of any 
large supplementary supply from any foreign source. As already indicated earlier 
in this statement, military requirements are expected to be much below present 
levels from 1955 onward and all of the new capacity now under construction 
will already have been in operation for a long time. If market growth between 
now and 1955 indicates a need for a still larger supply, the United States 
producers can be expected to build more capacity. 

Pricewise, there is no advantage to the United States consumer. Alcan for 
over a half a century has followed the policy of selling in the United States 
market at the price charged by the United States producers, no matter what its 
own costs are or how low the tariff might be. 
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Considerable stress has been placed by the proponents of the four different 
Canadian proposals which have been made during the past 20 months on the 
fact that Alcan offers ingot here. Actually, Alcan is an integrated producer 
and fabricator in Canada and is affiliated through Aluminium Limited, its 
parent company, to large fabricating companies throughout the world. The 
fabricating capacity of these companies including Alcan exceeds 550 million 
pounds a year. (See appendix H.) And during recent weeks Alcan’s selling 
agent in the United States has been running large advertisements in business 
and trade publications seeking orders for fabricated aluminum—forgings in this 
instance—in direct competition with United States fabricators of the same 
product. (See appendix I.) 

The fabricators in this country who require ingot in their process of manu 
facture have a direct assurance of large supplies from the United States pro- 
ducers under the current expansion program. Two-thirds of the new production, 
884 million pounds a year, must be made available for 5 vears to independent 
fabrieators insofar as the Government does not require it. Thereafter 26 percent 
of the new production, or 330 million pounds a year, must be kept available on 
the same basis for another 15 years. No long-term or firm commitments have 
to be made by the fabricators to buy any of this metal but the United States 
producers are obligated to offer it. Thus for the next 20 years the independent 
fabricators are reasonably assured more primary aluminum than the country’s 
total production in any year before World War II. While Government pur 
chase contracts assure the United States producers markets for their new pro 
duction during the first 2% to 5 years, no guaranty or purchase contract from 
any source offsets the United States producers’ commitment to make the large 
volume of aluminum available during the final 15 years of this 20-year period 


6G. The Canadian proposal could weaken competition in the domestic aluminum 
Industry 

The prime effect of the Canadian proposal would be to put the full support of 
the United States Government and over $325 million of United States Govern 
ment funds on the side of the Canadian producer in its drive to take purely 
civilian United States markets from the United States producers during the 
1955-59 period. At that time, if present military schedules are carried out, there 
will be a sharp drop in the military demand for aluminum. The United States 
producers would have much more aluminum to dispose of in civilian markets than 
was ever available before. If the Canadian producer were armed with the 
United States Government’s commitment to buy 360 million pounds a year, it 
could concentrate much more of its sales effort on its sale of the other 240 millior 
pounds a year which it would be required to offer here. 

Most significant is the absence of any reference in the Canadian proposal to 
United States market conditions. It is not geared to the relief of any shortage 
here, or to supplement domestic production. It is a plan for unloading Canadian 
aluminum on the United States market and on the United States Government 
regardless of supply conditions here—even if the United States producers are 
already meeting all demands. The requirement that the United States Gov- 
ernment be committed to buy 60 percent of the metal offered during the 1955-59 
period shows that the plan is basically geared to the possibility of surpluses, of 
temporarily unsalable production 

Should the market be so soft that supply exceeds demand, Canadian supplies 
coming here with United States Government blessing and financial backing might 
replace United States production, forcing plants here to shut down. Such re 
placement of United States production by Canadian aluminum took place about 
5 years ago, forcing a curtailment of United States production. The net effect of 
such a development would be to increase the United States consumers’ dependence 
on supplies from the Canadian monopoly, already the world’s largest producer. 

The danger of Alean to the strength of competition in the United States 
market was recognized by Federal Judge John C. Knox in his June 1950 deci- 
sion in the Alcoa antitrust case. He declared that Alcan’s competition here 
“may prove so severe as to diminish the prospects” of the United States pro 
ducers. “In that event,” he concluded, “the competitive situation may be found 
to be impaired rather than improved.” 

7. The United States producers hare served the United Statics fabricators far 
better than Alcan has in the past or could in the future 

Based on actual performance, the United States producers have served the 
users of aluminum in this country much more satisfactorily than has Alcan. 
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Since the end of World War II, more opportunities for small business were 
created in the aluminum field than in any other-major metal industry. Many 
circumstances contributed to this development but the United States producers 
did more than any other group through their production and price policies and 
through their vigorous campaigns to create markets, advertise the virtues of 
aluminum and sell their expanded output. As a result, by 1951, aluminum 
production was 411 percent higher than in 1989, compared to a rise of only 24 
percent in copper, 99 percent in steel and 100 percent for all United States 
industrial production (Federal Reserve Board's production index). 

During 1951, the United States producers increased production here 234 mil- 
lion pounds over 1950. All of it was made available to the United States users 
of aluminum, most of it in the amounts and types, and to the customers desig 
nated by the Government’s CMP system of allocation. 

Alcan also produced more in 1951 than 1950, about 100 million pounds more 
In contrast to the United States producers, however, Alcan cut its shipments to 
the United States users of aluminum 115 million pounds b@low its 1950 ship- 
ments here, 

Alcaun’s own policy of tying in its current sales and deliveries with its long- 
range expansion program is behind these sharp changes in its 1951 shipments 
As the demand for aluminum grew stronger in 1950, Alean decided to expand 
its capacity In World War IL it succeeded in vastly expanding its capacity 
at Arvida, Quebec, through an unusually favorable combination of advances 
and long-term contracts from the United States, British, and Australian Gov 
ernments and accelerated amortization tax allowances from the Canadian 
Government It naturally turned again to this formula in 1950, hoping to 
enlarge its Quebee facilities and build an even larger plant in British Columbia, 
near the Alaskan border. 

In order to get a maximum of assistance on its long-range expansion, 
Alean used 1951 deliveries from its Arvida plant (partly United States Gov 
ernment financed) as an inducement to get long-term contracts and advances. 
It offered the United States Government deliveries of 77 million pounds in 
1951 in exchange for a long-term contract extending into 1954. The United 
States Government decided that it would get more aluminum more rapidly 
and with greater national security by stimulating expansion in this country 
instead of assisting Alean expansion. Britain did accept Alcan’s terms and 
subscribed again to the World War II formula for financing Alcan expansion. 
The net effect was that Alean received British long-term financing on a very 
liberal basis, Britain received much more Alcin aluminum in 1951 than it did 
in 1950—and the United States fabricators received 115 million pounds less 
Alean aluminum than they did in 1950 

Back in 1948, when the demand for aluminum here was also strong, Alcan 
showed preference for its European customers over the United States fabricators, 
especially since Alcan was able to get ECA dollars for most of its European 
sules As a consequence, Eurone received so much more aluminum than it 
actually needed, over and above its own production, that is exported large 
quantities to the United States—at far above the regular market price. Alcan 
eluminum indirectly enabled European speculators to get unnecessarily hich 
prices from United States fabricators. 

A year earlier, in 1947, Alcan also showed by its actions that its own corporate 
interests apparently conflict with its ability to serve the United States fabrica 
tors as a prime group of customers. Alcan sharply increased its shipments 
here during the months of March through June of 1947 when fabricators already 
had more than they needed from United States producers. A serious glut de 
veloped forcing United States producers to shut down plants and curtail predue- 
tion. When the civilian fabricators’ demand began to exceed the curtailed 
United States production during the last quarter of the year, Alean reduced its 
shipments here to 6 percent as much as it shipped earlier in the year when the 
market was already oversupplied. This hit-and-run tactic by Alcan precipitated 
shortages and obstructed United States producers in their efforts to expand 
output. 

As to the future—Alcan’s complex financial relations with the British Govern 
ment, its monopoly position in Canada, and its “family” obligations as a member 
ol the Aluminum, Ltd., group of companies—all are likely to limit seriously its 
ability to serve the United States fabricators. 

The unusually close financial ties between the British Government and Alcan, 
which have now existed for over a decade, have a very important bearing on 
Alcan’s ability to be a regular supplier of aluminum to the United States market 
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Back in 1941 the British Government became Alcan’s chief creditor through a 
20-year loan of $55 million on very liberal and fiexible terms. Those loans have 
now been extended to 1971 and additional loans of $65 million have been ar- 
ranged which will not mature until 1971 and 1974. The British Government, 
by providing at least $120 million for Alcan’s expansion, further increases its 
Position as the largest single investor in the company. 

Of particular significance in this connection is the fact that since these loans 
were first made in 1941, the importation of aluminum into the United Kingdom 
and its distribution to civilian as well as military or Government users has been 
a Government monopoly vested in the United Kingdom Minister of Supply. All 
of Alcan’s dealings with the United Kingdom, these large loans as well as the 
sales of aluminum, have been through the Minister of Supply. The Minister 
of Supp'y is thus in the uniquely powerful position of being Alcan’s biggest in 
vestor—and by far its biggest customer 

The relationship between Alcan and the United Kingdom Minister of Supply 
is unusually close in these respects: 

1. Minister of Supply has first call on Alcan’s output.—237 million pounds a 
year, 1941-61, raised to 440 million pounds a year, 1951-53, and will be 551 
million pounds a year, 1954-71. 

Gritain, if it exercises these privileges, will be taking 45 to 50 percent of 
Alcan’s peak output even if it has the best possible power supply conditions 
The United Kingdom has already firmly committed itself by contract to take 
220 million pounds a year through 1955. 

2. Drop in Alcan output automatically cuts debt to British Alean’s obliga 
tion to pay principal or interest on the $120 million it owes to the United King 
dom is automatically reduced if its primary production falls below certain levels 
If in 1954, for example, the level of Alcan’s production drops 10 percent below 
the 1951 level, $2.500,000 of its debt plus interest charges would be canceled 
The United Kingdom thus has a direct financial interest in the rate of Alcan’s 
total production. 

Alcan’s position is essentially international. Its special arrangements with 
the British Government compel it to give that single market preferred treatment 
over all others. Britain has, in effect, a “first mortgage” on Alcan’s output. As 


the sole producer of aluminum in Canada, Alcan presumably has also the obli 
gation of serving that market Third in rank is its duty to supply metal to 
affiliated companies. Alcan is 100 percent subsidiary of Aluminum, Ltd., whicl 
has fabricating subsidiaries or affiliates in Britain, Switzerland, Germany, 
Irance, Norway, Sweden, Holland, Mexico, Brazil, South Africa, India, Aus 
tralia, and Japan With Alean accounting for over 9) percent of the aluminum 
producing capacity in the Aluminum, Ltd., world-wide network of companies 
it necessarily is the principal source of metal for these affiliated companies 
With all of these commitments, obligations and affiliations necessarily getting 
prior consideration from Alcan, the United States becomes a fourth-class mar 
ket That is why, whe Uritain exercised its first-call privileges in 1951, Alcan 
cut its shipments to the United States, its fourth-class market, and did not reduce 
shipments to its second- and third-class markets (Canada and the Aluminum, 


Lid., group) 

The United States producers, in sharp contrast, have no international entangle 
ments. They are preponderantly dependent on and committed to supplying tl 
United States fabricators and manufacturers Well over 95 percent of all their 


shipments go to United States buyers 
S. The Canadian pro osal is too costly a method of stock puiy J 


As the Canadian proposal is described in the February 26 memorandum, the 
United States Government will get for the stockpile only that part of the 


Alcan metal offered here which cannot be sold in the civilian market In 
other words, stockpile metal becomes available only when there is a surplus 
on the United States market. Since the Canadian proposal does not subordi 


nate Alcan’s surplus here to whatever surplus may be in the hands of the United 
States producers, the United States plants could be forced to shut down while 
millions of dollars in United States funds were contractually committed for 
the purchasewof Alcan’s surplus. The loss in United States producers’ profits, 
their employees’ wages, and the Government’s tax revenues would all be part of 
the cost if this method of stockpiling Alcan metal were to be adopted 

Back in 1944 and 1945 the United States Government also had a long-term 
firm contract to buy Alcan metal. A surplus developed hers Plants built with 
Government funds were shut down here but the Government purchases of 
Canadian metal continued 
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Another expensive feature of the Canadian proposal is the fact that it neglects 
to consider the future effect of the accelerated amortization granted the United 
States producers on the plants now under construction. Accelerated amortiza- 
tion is a partial postponement of taxes. After the 5-year period the new plants 
will be completely written down. A much higher share of those plants’ earnings 
would go to the Government in taxes each year after the 5-year period than if 
only normal amortization had been allowed. Consequently, should the Canadian 
proposal force curtailed United States production, sales, and profits in the 
1955-59 period, the United States Government would lose a disproportionately 
high amount of taxes. The magnitude of this loss is indicated by the fact that 
two of the United States producers have set aside over $100 million for taxes 
on their 1951 operations. The Canadian producer does not pay a single dollar 
in direct or indirect taxes to the United States Government, no matter howtmuch 
of its profits are obtained in the United States market. 

9. Canadian low-cost power does not benefit users of aluminum here 

Frequent references are made in the February 26 memorandum to Alcan’s 
low-cost power. The implication is that the low cost in a foreign country would 
be reflected in the price charged for the foreign material in the United States 
market. ‘There is no basis at all for such a hope. The policies of foreign govern 
ments, especially their need for United States dollars, have a profound effect 
on the price charged for their products in the United States market. Cost is 
not the controlling factor in determining the United States price of Canadian 
nickel or newsprint. Chilean copper unquestionably costs less to produce than 
United States copper but, as Defense Production Administrator Manly F'eisch- 
mann told the Senate Banking and Currency Committee on .March 21, 1952, the 
Chilean Government would not accept less than 27% cents a pound, 12 percent 
above the United States price of 24% cents, for 80 percent of its output and 
insisted on prices up to 50 cents a pound on the other 20 percent. 

Alean in particular has failed to pass on the benefits of its low costs to United 
States fabricators It has been a low-cost preducer, both because of cheap 
power and lower wage rates than prevail here, for many decades. During World 
War Il, the extremely liberal financial aid of the United States Government 
($68,509,000 of advance payments and a firm contract for $250 million of aluminum 
at premium prices, 30 percent above United States prices) increased both its 
capacity and cost advantages, making it the world’s largest and lowest-cost 
aluminum producer. In addition the tariff on primary aluminum has been cut 
from 5 cents in 1950, to 3 cents in 1989, to 144 cents in 1951. In over half a 
century of selling in the United States market, Alcan has never passed on to 
the United States consumer the benefits of its lower labor or power costs or 
the benefits of a lower United States tariff. On the contrary, it has repeatedly 
reiterated that its policy is and will be to sell at the prices charged by the 
United States producers. 

The specific terms of the Canadian proposal, as described in the February 26 
memorandum, make it clear that Alcan has not changed its attitude. It is 
asking the United States Government for the United States prices prevailing 
during the 1955-59 period 
10. Canada, as a financially strong free world nation, should share military 

burdens of supplying aluminum 

The core of the Canadian proposal is a guaranty to Alcan by the United States 
Government of a future civilian market in the United States. On the basis of 
this guaranty, Alean would be able to finance its further expansion. There is 
no reason why the financial burden of Alcan expansion should again be shared 
by the United States Government For the sixth successive year, the Canadian 
Government realized a budgetary surplus, reducing the Government's debt by 
$2,544 million. This debt reduction wipes out Canada’s entire debt increase 
during the first 3% years of World War Il. The Canadian dollar sells at a 
premium above the United States dollar. 

Since the Korean crisis began, the United States producers have undertaken a 
100-percent increase in capacity. Their 1951 increase in output was more than 
double the increase by Alean. Yet the civilian aluminum industry here did 
not have enough aluminum while the civilian markets of Canada and Britain 
were much more plentifully supplied. The reason for this is the fact that 
the United States has been supplying a disproportionately large share of the 
free world’s military aluminum needs. Canada could and should carry more of 
that burden. 
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There is no reason why Canada should not build up its own aluminum stockpile 
against future military emergencies, espeeially since its bauxite all comes from 
Latin America and the bulk of its capacity is highly concentrated at Arvida, 
Quebec, and will be at Kitimat, British Columbia 


11. The United States Government should gire preference to United States 
producers 

The record of the United States aluminum-producing industry to date entitles 
it to preferred consideration from the United States Government over the Cana- 
dian producer. The Government should therefore seek its aluminum -require 
ments from United States sources first. The Government should not look to 
foreign sources until the United States producers indicate that they cannot 
meet the Government's requirements. Thus far, the United States industry has 
been able to meet all of the demands placed upon it for the Government's 


requirements 
The basic principle should be one of making foreign supplies supplementary 
to United States sources. Accordingly, the stockpile purchases by the Govern 
ment out of civilian surpluses should be on this basis: 
A. United States producers should have the first opportunity to supply 
aus much of the Government's requirements as they can for the current year 
B. In any particular year, Canadian or other foreign producers should 
then be permitted to supply the balance of the Government’s stockpile 
requirements for that year. 
If this approach is adopted, whatever foreign aluminum is purchased by the 
Government would necessarily be supplemental to United States supplies and 
would never threaten the United States plants with shut-downs. There would 
not be any Government commitments to buy foreign aluminum at a time when 
United States sources would be able to meet all the demands of the United States 
market. 
12. The “ultimate civilian demand” should be left to private industry 
The rapid growth of the aluminum industry since World War II illustrates 
the advantages to the national economy of private enterprise ‘he confidence 
of the Cnited States producers and fabricators and their willingness to risk their 
capital and devote their sales efforts to the creation of larger markets were the 
principal forces which developed this industry The ultimate civilian demand 
can best be developed and fulfilled if private industry is permitted to continue 
making the basic decisions as to civilian markets and to take the risks implicit 
in those decisions. Long-term Government commitments for the purpose of 
importing aluminum to meet the “ultimate civilian demand” through 1959 would 
unavoidably interfere with the industry's private efforts to develop United States 
markets. In an industry which is so successfully expanding its resources and 
markets, it would be particularly inappropriate to substitute the limitations 
of a long-range Government plan for the resourcefulness and vigor of private 
industry 


ALUMINUM Co. OF AMERICA, 
Pittsburgh, Pa.. May 14, 1952 
Mr. SAMUEL W. ANDERSON, 
Deputy Administrator for Aluminum, 
Defense Production Administration, 
Washington, D.C 
Dean Mr. ANDERSON : In the course of our discussion on April 29 you suggested 
that it would be helpful if you had our ideas as to any contractual arrangements 
with the Government which we would need in order to permit us to proceed with 
our aluminum-smelting project in the Skagway district of Alaska 
This Taiya project contemplates a two-stage development (both stages of 
which could be constructed at the same time), each resulting in an annual 
capacity to produce approximately 200,000 tons of aluminum. Four years is 
estimated for construction. The nature of the terrain and the type of construc- 
tion planned reduce to a minimum the hazard from military attack. Certainly, 
it will be less vulnerable than Kitimat 
Alcoa is willing to undertake the construction of the Taiva project with a 
minimum of governmental contractual assistance. Our needs, in summary, are 
modest, being generally as follows: 
1. Amortization We will be willing to forego any accelerated amortiza- 
tion on the dam, tunnels, powerhouses, and other power-generating facilities 
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and to accept certification permitting amortization over a 5-year period of as 
little as 50 percent of the cost of the other facilities making up this project. 

2. Stockpile-purchase contract.——We would not ask the Government to 
coutract to purchase any of the output of the Taiya facilities, nor to under- 
write our ability to sell what we produce, subject only to the qualifications, 
(a) that if, after the Taiya project is ready for production, the Government 
purchases aluminum from United States producers for its stockpile, it will 
offer Alcoa an equitable portion of such business, and (0b) that if, after the 
Taiya project is ready for production, the Government should purchase 
aluminum for its stockpile from foreign sources, it will offer to purchase 
from Alcoa, in addition to any other purchases being made by the Govern- 
ment from Alcoa, an equal quantity of aluminum. 

Conversely, we would be willing to comit ourselves to give the Government and 
nonintegrated users of alumium a first call on the aluminum output of the proj- 
ect as follows: 

1. Government call on the Aluminum output of the Taiya project.—Alcoa 
will obligate itself for a period of 5 years after the Taiya project is ready 
for production to sell the Government, for military or defense purposes, all 
or any part of the output of the Taiya facilities, provided, only, that such 
calls for metal are placed equitably among the domestic producers on the 
basis of new capacity authorized since the start of the Korean emergency. 

2. Sales to nonintegrated users of aluminum.—Alcoa will obligate itself 
for 20 years to make available to domestic nonintegrated users of aiumium 
25 percent of the output of the Taiya project in pig, ingot or other form 
suitable for further fabrication, reserving only a right of substitution of 
metal from other producing facilities to whatever extent deemed advantage- 
oue to Alcoa’s producing schedules, provided that such substitution does not 
increase the cost of such metal to the purchaser. 

Upon completion of the Taiya project, Alcoa’s relative size in the aluminum in- 
dustry will be entirely in harmony with the rulings of the courts in the Alcoa anti- 
trust litigation. In Judge Knox's opinion of June 2, 1950, he found Alcoa’s pig- 
producing capacity to be 51 percent of the industry total and its annual intake 
of aluminium into its system to be 54.7 percent of the industry total, yet con- 
cluded that “the relative market positions for the period under review do not 
show prima facie monopoly power in Alcoa.” In the appellate decision in the 
same case, Judge Learned Hand, speaking for the court of appeals, ruled with 
respect to Alcoa's then relative size that “it is doubtful whether 60 or 64 percent 
would be enough” to constitute a monopoly. 

Upon completion of the Taiya project, Aloca’s percentage of the domestic mar- 
ket would not exceed approximately 50 percent of the industry total even if one 
made the unrealistic assumption that the other domestic producers would remain 
frozen at their present size, and there were no appreciable imports of aluminum. 
If these others continue their normal growth pattern in the United States mar- 
ket, the probability is that Alcoa, even after Taiya comes into full production, 
would be pressed to maintain the share of the domestic market that it will have 
at the conclusion of the expansion program now under way. 

The cooperation and approval of Government departments and agencies both 
in the United States and Canada will be needed if this Taiya project is to be 
realized. From informal discussions which we have had with most, if not all, of 
such departments and agencies we have obtained expressions of great interest and 
offers of cooperation. It has been recognized that this comuplete project con 
sisting of power facilities, aluminum smelting plant, steamship and other trans- 
portation facilities connected therewith would, together with the modern com- 
munity serving those operations, constitute a great national asset and would be 
not only of itself of enormous benefit to the sound development of Alaska and 
the Canadian Northwest but woald also point the way for other permanent in- 
dustrial operations in that little understood and little appreciated section of the 
United States and Canada. 

We would welcome the opportunity to explain these proposals in more detail 
to you or to any other interested official, agency or Congressional Committee. 
We are prepared to put our commitments in any appropriate form and to pro- 
ceed forthwith to obtain all the necessary approvals, once assured that what we 
propose is recognized to be in the national interest and will receive your support 
as well as that of the other appropriate Government officials. 

Very truly yours, 

I. W. Witson, President. 
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(The following telegrams and letters were received favoring the 
proposed contract :) 

Op Forge, N. Y., May 26, 1952. 
Senator BuRNer MAYBANK, 
Senate Office Building: 

Strenously oppose efforts to shelve Canadian aluminum offer while consider- 
ing further domestic expansions under Government-subsidiary program which 
may prove discrimatory against independent corporations competing with primary 
producer without benefit of subsidy. 

J. W. Doveas, 
President, Republic Foil € Metal Mills, Danbury, Conn, 


Derroir, Micu., May 23, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C.: 

As an independent fabricator, we strongly favor the proposal to augment our 
domestic stockpile of aluminum by Government purchases from Canada. Unfore- 
seen water shortages can adversely affect United States production and again 
create a short supply of metal particularly damaging to the independent fabri- 
cators. Purchases of Canadian metal are really purchases of packaged power 
as insurance against unpredictable power shortages from any cause. Further- 
more, why should it be assumed that there is a plentiful supply of aluminum, in 
view of the fact that at present all manufacturers are restricted in their usage 
of this metal, which is causing serious unemployment. 

Boun ALUMINUM & Brass Corp. 


Mervina, Onto, May 23, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Banking Committee. 
United States Senate, Washington, D. C.: 

It has come to our attention that the Banking Committee, of which you are 
chairman, will start hearing Monday, May 26, on the over-all aluminum situa- 
tion and the recommendations made by Mr. Fleischmann and Mr. Anderson in 
connection therewith. As a unit in the aluminum foundry industry which was 
seriously harmed by the aluminum shortages in 1948 and again in the early part 
of 1950, serious consideration is requested for no further expansion of aluminum 
primary facilities in the United States and though supplantation through the 
aluminum tonnage becoming available in the next 2 years from American sources 
by aluminum tonnage from Canada, even though it means some guarantee on 
the part of the United States Government to Canada and possible tariff con- 
cessions on the part of the United States; Senators Sparkman, Fulbright, and 
Long notwithstanding. 

THE PERMOLD Co., 
BE. G. FAHLMAN, President. 


EASTERN METAL Propucts Co., 
Tuckahoe 7, N. Y., May 24, 1952 
Hon. Burner R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 

DEAR Sir: I am writing you at this time with the express purpose in mind of 
bringing to your attention some poignant facts connected with the analysis that 
your most worth-while committee is about to make in regards to the proposed 
aluminum program between our great country and that of our good neighbor, 
Canada. 

Knowing of your reputation and that of the committee for its forward-looking 
and impartial attitudes on all problems which both you and they have faced, I 
write with the full feeling that when the facts are known the decisions that will 
be made will be for the distinct benefit of the people of our Nation. 
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In the opinion of many of the businessmen that I have met in the course of 
wy daily movements, they have indicated that in the main the activities of the 
Defense Production Authority, and hence the committee which guided the 
actions of that authority, have done an outstanding job in maintaining a propor- 
tion and sense of balance in industry that is worthy of high commendation. It 
might be opportune, therefore, to state that Mr. Manly Fleischmann is worthy of 
the highest praise in his analysis of situations and his prognosis of his potential- 
ities. His apparent devotion to accomplishment for the best of all is without 
question. In the subdivision of aluminum of this great Defense Production 
Authority program, Mr. Samuel Anderson has likewise indicated an outstanding 
ability to comprehend the various facets of the over-all problem of the aluminum 
industry and has, from the reports that I have seen, and the comments about 
them that I have heard, developed what is probably the most forward-looking 
program that this, our aluminum industry has ever seen or heard of. 

Heretofore, the entire industry has lived from crisis to crisis and while cer- 
tainly no one of us fully believes that there is merit to a planned economy, still, 
in this complex life of ours we cannot shut our eyes to the growing needs of our 
people both from a military and civilian aspect, nor can we feel that the industry 
is capable individually, of taking unto itself a responsibility of protecting the 
wants of the future entirely by itself. Government has injected itself and I 
believe rightfully so, in many phases of our life but should stop at an early 
date as possible, and only continue its guidance as an impartial arbiter in the 
common problems of all. 

The specific problem I write you about is the fact that the Defense Produe- 
tion Authority has recently made, as you know, many contracts for the produc- 
tion of aluminum with the Big 3, namely, Kaiser, Reynolds and Alcoa. I, for 
one, believe that while some expansion in this Nation of ours was essential that 
we have gone overboard in the uneconomic development at huge costs, because 
several vears back, while the general facts were known, no adequate measures 
were taken to forestall the needs of this. Nevertheless, these contracts have 
been made, because, as it has been put to me, the Big 3, had the United States 


“over a barrel.” When these contracts were made, the inherent needs of the 
smaller independent were not fully accounted for and as a result, there has 
been a strong ecchomy concentratic which never should have taken place 


The opportunity to somewhat rectify this situation has now preeented itself 
in the form of a Canadian proposal to supply the United States of America with 
aluminum. The contents of this proposal and the supporting evidence for the 
needs of such a program have been fully put forth by Mr. Samuel Anderson of 
the Defense Production Authority and apparently approved by Mr. Fleischmann, 
his Administrator. It is my personal opinion that the indepencent’s need would 
best be served by such a program and that it is absolutely essential that these 
requirements be made with the least amount of delay since it is only in this way 
that the independent can begin to look forward to his own expansion programs 
as well as a future and a hope in the industry. As a matter of fact, from the 
daily newspaper reports received, it is well known that the Big 3 have already 
begun to expand their own fabricating activities in anticipation of the freeing 
of Government controls on the base metal 

The very people who are against this program are proof-positive that it is the 
wisest thing for the Nation as a whole. The selfish vested self-interests of the 
Big 3 are naturally against any program which would tend to minimize their 
grip on the industry. That grip coming about through their control of the basic 


metal. The copper people would naturally oppose the influx of a competing 
metal But, on the other hand, “independent enterprise” and impartial Gov 
ernment have found such a program desirable from many points of view. I 


feel that, through all kinds of machinations, they will do whatever would be 
possible to obstruct the movement of the duly constituted administration from 
proceeding and making proper arrangements by stalls, suggesting introspection 
and continuing harassment. Confusion can reign very easily and control the 
situation as we all know 

I am enclosing herewith a letter which I have recently sent to Senator Long 
which embodies charges, information, and recommendations which I feel should 
be made part of the official record or informal study which you contemplate 
generating 

I think that direct action should be tak@n on some of these issues. I, there- 
fore, respectfully request that you take into consideration all of the things I 
have herewith presented before you in your final recommendations that you 
do not permit the stalling of so vital a program through the injection of red her- 
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rings into the picture and that should you feel that further evidence in connection 
with this program be heard, and therefore, hear from the industry, that you 
include me in any hearings which you might hold in this regard. 
Sincerely thanking you, I am, 
Very truly yours, 
ARNOLD TROY 


EASTERN MeTAL Propucts Co., 
Tuckahoe 7, N. Y., April 14, 1952 
Hon. Russecr B. Lone, 
Monopoly Subcommittee, 
Senate Small Business Committee, 
Washington, D. C. 


Dear SENATCR I ONG: It has come to my attention that you have just formulated 
a monopoly subcommittee of the Senate Small Business Committee in order to 
better pursue and take positive action against monopoly practices on the part of 
major companies to the detriment of the small-independent-business man and 
therefore to the American people as a whole. I frankly feel very good that you 
have decided to pick up the cudgels in behalf of fair play in industry since your 
integrity, sense of proportion and sense of fair play, coupled with a fine liberal 
attitude are well known. I am sure that you realize that this is a grave problem 
which, unfortunately, has heen aggravated by some of the actions of many of the 
bureaus in Government as well as the military, through the placement of con 
tracts and the manner in which they were placed. 

I recognize, as do most independent-small-business men that the Government 
today is faced with problems that are unusual and the resultant actions must, 
of course. be peculiar unto themselves in that they are the direct answers to 
those problems. No one finds any quarrel with this. We feel that no person has 
the right to expect that any action be taken that would minimize the security 
of the Nation in order to foster some economic principle Nevertheless, con- 
sideration should be given to the effect that the actions of both Government 
and major business operations have on our economy and these should be 
studiovs'y con idered in this eht The best efforts sometimes can be miseuided 
in their manner of completion and in most cases the same thing can be ace 
complished in one of several ways. While the accomplishment is essential, still 
the manner that serves all of the people’s interests best should be the one se- 
lected and not the one that appears to be the easiest to take. 

We are independent aluminum fabricators and have heen so for the past 20 
years. We are thorenghlv cognizent with all phases of the industry and T per 
sonally have done much work in this field at governmental levels in the past and 
present in the hope that a better-balanced industry would grow therefrom 
In 1945 and 1946 T riaved an important rart in working with the Senators 
Murray and O’Mahoney committees in regard to the setting up of competition in 
the pig aluminum producing field by helping them develop the present pattern 
of the industry in that regard. I have spent much time in going into the back- 
ground and details of the industry but more that that I have lived through the 
vicissitudes of the industry as a manufacturer and one whose economic life has 
always been closely tied to the industry. 

With the so-called Big 3 of the aluminum industry, namely, Kaiser, Reynolds, 
and Alcoa in control of the industry through their control of the pig producing 
field and knowing of the power that one has with the availability of raw ma- 
terials (over which they have complete control) they integrated their fabricating 
operations to a very high degree. In fact, out of the recent Celler committee 
hearings came the statement that these companies were consuming almost as 
much, if not more than the actual pig they themselves were producing. They 
had resorted to the purchase of imported aluminum and domestic scrap (which 
they could control through the direction of its flow) and took away the normal 
sources of supply, from the independent smelter and fabricator who, not having 
any other sources of supply, found themselves high and dry. 

The Celler committee hearings in the early part of 1951 were quite extensive 
as you may well remember and the conclusions were tied to the facts of the 
situation. These hearings were quite lengthy on this subject but nevertheless all 
of it was tied to the essentialities of the problem and in my opinion, at least, 
makes very worth while reading. Subsequent to those hearings, Congressman 
Celler and others have been very active in their efforts to see to it that a bad 
situation was being straigtened out. All of this matter, you know is in the rec 
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ord. As a matter of fact, recently, Congressman Celler wrote a letter to Mr. 
Samuel Anderson of the Defense Production Administration, outlining what 
the House Monopoly Subcommittee conceded to be the actions that the Defense 
Production Authority could take it best meeting the needs of the American peo- 
ple. I am enclosing herewith for your consideration, copy of such letter. 

In further regard to this matter, Mr. Dewey Anderson, who was the executive 
secretary of Senate Small Business Committee for many years and who has 
assiduously studied the aluminum problems for many years, has gotten out a 
small pamphlet on the subject which is named Aluminum for Defense and Pros- 
perity. If you haven't already seen one, I am taking the liberty of enclosing one 
for your perusal. I believe it covers the ground pretty well. 

1 am in the hope that the American independent can form a strong industry 
group and thereby through a single voice make known its wants, rather than by 
piecemeal approach. I am hoping to form an association of independent opera- 
tors to offset the present Aluminum Association which is dominated by the 
Big 3 of the industry and which has become over the years nothing more nor 
less than a recording society. I am enclosing herewitlt a copy of the letter 
and the statement which I have made and mailed to a number of independents 
and I am pleased to state that the reaction has been exceptionally good and I look 
forward to some very practical results. 

Over the last number of years many things have happened in the industry 
which have caused the position of the independent fabricator in the United 
States to grow less while the position of the Big 3 grew greater and greater. A 
number of things took place which undoubtedly was caused by the influence of 
the Big 3 on the Government. They helped the Government make decisions 
which affected the independent adversely but which helped them in their own 
positions. I have reference to a number of specific instances worthy of recount 
ing which would prove this statement. 

In 1945 and 1246 the Government owned 375 million pounds of low-cost 
aluminum. This material has been obtained from Canada at low prices. When 
there was a shortage of this material, all 375 million pounds were sold to Kaiser, 
Reynolds, and Alcoa, and although we tried desperately hard to buy some, as 
did other independents, this metal was not made available to us, it was not 
offered by public bidding, it was merely sold by negotiations between the Metals 
Reserve Corp. and the Big 3. It was a situation where the Government selected 
its customers and did not attempt to obtain the highest price for the material 
to be sold but merely sold the material at will, at a price which they set and 
only to a select group of customers. This is a situation which in my opinion 
almost reaches criminal proportions and should be reviewed. In 1948, there was 
a hope of running some of the Government-owned aluminum reduction plants in 
various parts of the country. Because of a refusal on the part of Alcoa to sell 
alumina to such would-be independent operators, a refusal on the part of 
Reynods to sell such alumina and with extremely high prices set on this material 
by the Kaiser interests it made it impractical even to attempt to get into this 
business. 

In 1950, the Aluminum Co. of Canada offered to the United States Government, 
440 million pounds of aluminum at 16% cents per pound, which aluminum would 
have reached the independent fabricator in the United States. The material was 
to have been delivered in the years 1951, 1952, and 1953, in addition to our 
normal supplies and would have prevented many of the subsequent cut-backs 
in production in the industry. Why this material was not purchased is a little 
hard to anlyze since it was a most desirable kind of thing particularly at a period 
when there was an extreme shortage. I have heard that the Big 3, not desiring 
to have this amount of raw material come in influenced the Government agencies 
involved. 

When the Government set up the formula by which they intended to expand 
the industry they set it up in such a manner that no one other than the Big 3 
could get into the business on one basis alone. As a part of the formula of these 
contracts it was stipulated that the Big 3, Kaiser, Reynolds, and Alcoa, in 
offering the metal to the United States Government and to the independent 
were to do so at the prices the Big 3 themselves were to set. In other words, 
what the Government did was to say to the vendor that “we (the United States) 
herewith agree to purchase a certain amount of metal from you and you (the 
Big 3) are to set the prices at the time of delivery.” As a matter of fact, when 
we ourselves, as did the Harvey people, as well as the Apex Smelting & Refining 
Co. attempt to get into this field during the course of the expansion program 
we could not set a price for the metal with the Government. We were told 
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that the only way we could set a price for the metal with the Government was 
by having our prices set for us by Kaiser, Reynolds, and Alcoa. In other words, 
our competitor was to be able to set price for both himself (to the Government 
at the time of delivery) and at the same time he was empowered to set the prices 
we were to charge at the time of delivery I fully believe these contracts in 
themselves from this viewpoint alone are worthy of study and investigation 
These contracts should be rewritten to set a fixed price so that the United States 
Government is not placed at the mercy of the vendor. This, of course, again 
is all part of the official record. 

As a part of the expansion program, saw fit to permit the Anaconda people, 
perhaps the greatest monopoly in the country in some regards and who control 
the copper situation, to become the producer of a competing metal, namely, 
aluminum. Asa matter of fact, Government agencies, in discussing the expansion 
program and other problems surrounding the aluminum industry and the inde 
pendent fabricator take into consideration the self-serving wants of the copper 
people insofar as the needs of the aluminum industry are concerned. It just 
doesn’t make sense. These metals are bitter competitors 

Over the years the Big 3 have decided to expand their fabricating facilities 
which have equaled and are greater than their pig producing facilities. They 
have practically put none of their own money into the ingot field and have only 
expanded their ingot capacity with Government help. As a matter of fact, about 
a year ago, the Kaiser interests obtained from the Government and started to 
operate the Halethorpe, Md., extrusion plant at a time when most independent 
extruders in the United States found it impossible to obtain sufficient metal to 
run. The Kaiser interests nevertheless proceeded with taking on a nonproducing 
plant which had been in moth balls and by utilizing their metal, on which they 
naturally had first call, since they produced it, they proceeded to run it when 
everyone was starving for raw materials. Companies were starving that had 
been in business for a great many years, 

In early 1951 when the Government armament program started to move for 
ward, the Big 3 got the Government to stockpile hard sheet alloys for aircraft 
production way and beyond the reasonable needs of the industry. As a matter 
of fact, it is my understanding that because they have such tremendous profit 
factors in sheet metal as against ingot metal that it served their purposes 


better to have the Government stockpile sheetmetal than ingot. This auto 
matically withdrew from the market large tonnages of aluminum that migh: 
have been aVailable otherwise to the independent. As it is, it is my understand 


ing, that there are years of supply of hard metal alloys in warehouses which can't 
possibly be used in the current military program. This is extremely worthy of 
checking since it is one of the causes of the serious shortages in aluminum 

I would like to make it crystal clear however, that the independent fabricator is 
not generally interested in shutting down any of the operations of the Big 3 


or even in trying to dictate as to how, why and where they should operate. | 
think that they have a right to expand and proceed in the manner in which the) 
best deem fit but should do so without the enormous Government grants and 
accelerated amortization, etec., which they have been receiving. The independent 
fabricator does not receive these special benefits but even in spite of this he 
would not be as hard pressed if only sufficient raw aluminum were made avail 


able to him on a free-market basis. That means that he would have access to 
purchase material on a free and open market and sell his products on a free 
and open market. As things stand now he must purchase this metal from his 
competitor who thereby controls his operations. This situation must be broken 
It is truly un-American. 

The solution, fortunately has presented itself. The Aluminum Co. of Canada 
has made an extremely desirable offer to the American Government which is 
now in the hands of Mr. Samuel Anderson, Administrator of the Defense Pro 
duction Administration, which would assure the American independent that 
he could proceed with his expansion program and his general business inclinations 
without fear that every time there is a metal shortage, the Aluminum Co. of 
America, Kaiser, and Reynolds, whose best interests to see to it that they them 
selves sell direct to the consumer wherever possible and are so doing, do not 
cut him off in the hopes that he goes out of business. The Aluminum Co. of 
Canada’s offer is extremely desirable from this point of view. They ask for no 
grants, no help of any kind, but are willing to give the American independent 
and the American Government first call for 3,500,000,000 pounds of aluminum in 
the ensuing years. The only thing they ask in return, as [ understand it, is that 
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the United States Government assure them that in view of the fact that they are 
expending hundreds of millions of dollars in an expansion program that a small 
portion of this metal will be taken by us. I think that that is little enough to ask 
in return for assurance on such a large and incessant flow of metal. 

We here in this country have reached the maximum of efficient low-cost alu- 
minum production and therefore must look beyond our borders for aid in this 
regard. The needs of the independent, however, is of prime consideration at 
this time since he is the element most hurt by the Government’s procedure in 
the expansion of industry. 

I believe that time is of the essence in the setting up of the agreement between 
our Government and Canada in working out this arrangement. The only people 
who are really against such an arrangement are the copper people and the Big 
Three. The American independent is definitely in favor of this program and infor- 
mation in this regard is in the hands of Mr. Samuel Anderson ; Secretary of Com- 
merce Sawyer, familiar in domestic and foreign commerce, is in favor and has 
so publicly stated; Congressman Celler, who has studied the situation through 
the activities of his monopoly committee, has come out publicly in its behalf 
very strongly. The State Department has indicated a better mutual relation- 
ship would ensue between us and Canada should this arrangement be con- 
summated. Mr. Charles Wilson, ex-Administrator of the Office of Defense Mobil- 
ization, has stated his favor of the program; Mr. Manley Fleischmann has indi- 
cated publicly his interest as has Mr. Samuel Anderson. Senator Murray, who 
has years of experience with aluminum as head of the Senate Small Business 
Committee, and who has studied this problem over the years, is definitely in 
favor of it. It is my understanding that President Truman is in favor of it. 

I believe that matters of this character could easily be stalled to death as was 
the last offer from Canada. We as a Nation are suffering today because of that 
stall, and therefore we ask that the bull be taken by the horns and some action 
result I fully believe that an individual like yourself, whose unselfish public 
devotion is so great and who has an extreme attitude of fair play in Government 
and industry, should indicate after, of course, due study and consideration of 
the matter, that it is to the best interests of all that this be done and above all 
that it be done now before the opportunity once again slips from us. 

I would most certainly appreciate the opportunity, at your convenience, of 
course, to discuss with you some of the things I have detailed herein as well as 
things that you may have on your mind on this subject. I would like to come 
to Washington, if that meets with your approval, to review this situation still 
further. I do feel, as I have stated previously, however, that time is of extreme 
importance in this matter. 

Sincerely thanking you for your consideration in reviewing this matter and 
assuring you of my earnest desire to help, I am, 

Very truly yours, 
FASTERN MeTAL Propucts Co 
Arnotp Troy, President. 


(The following telegrams and letters were received opposing the 
proposed contract :) 
ATLANTA, GA., May 27, 1952 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate and House Committece-Defense Production Authority, 
Washington, D. C.: 
Understand you have proposal under consideration giving subsidy to Canadian 
importation of aluminum. Would like to know more about this proposal before 


approval is given. 
KoOoLveENT METAL AWNING Co. 
W. WYNNE. 


MArietra, Ga., Vay 27, 1952 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate and House Committee-Defense Production Authority, 
Washington, D. C.: 
Understand you have proposition under consideration to import Canadian 
aluminum in 1954 which allows subsidy clause. If possible would appreciate 
receiving more information in regards to this matter before proposition is 


approved. 
Biarrk ALUMINUM FURNITURE Co. 
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OKMULGEE, OKLA. 
United States Senator BurNet R. MAYBANK, 
Chairman, Senate House Joint Subcommittee, 
Senate Office Building: 

Regarding hearing scheduled for today our REA financed farmers electric 
cooperative respectfully requests that the proposed 45,000-ton annual production 
of aluminum by Canadian interests, as suggested by Manly Fleischmann, DPA 
Administrator and Assistant Sam Anderson, be eliminated. This seems in 
effect a subsidy to build up aluminum production not now available in Canada 
with guaranty of $100 per ton by this Government. Would suggest similar 
assistance but not such extensive guaranty to Alcoa, Reynolds, and Kaiser 
aluminum producing organizations in this country. Practically all RDA co- 
operatives in our area feel Canadian subsidy unjustifiable. “Let’s dance wid de 
guy what brung us.” 

East CENTRAL OKLAHOMA ELECTRIC COOPERATIVE, INC., 
H. M. Ditton, Manager. 


JACKSONVILLE, ARK., May 28, 1952. 
Senator BuRNEr R. MAYBANK, 
Senate Office Building: 

We do not believe situation warrants proposed legislation concerning foreign 
aluminum. We believe our aluminum producers can supply demand at less cost 
to taxpayers if allowed to expand their facilities. 

HiwAsse MANUFACTURING Co., 
C. R. Hacker. 


HELENA, ArRK., May 28, 1952. 
Senator Burnerr R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Reference Canadian aluminum purchase program. American manufacturers 
of aluminum have terrific inventories on hand that Government could buy for 
stockpiling. Believe American industries should be permitted to expand as far 
as they can go on their own money in preference to purchasing and subsidizing 
Canadian operations. Our Government is subsidizing so many things that we 
ure close to the point where the American taxpayer cannot carry the burden. 
Let's get back to the old free-enterprise system and by all means give American 
manufacturers the opportunity at least of getting the job done. 

JOHN H. STUCKER. 


PHILADELPHIA, Pa., May 28, 1952. 
Senator BURNET MAYRBANK, 
Chairman, Joint Senate House Committee, 
Defense Production Administration, 
Washington, D. C.: 

We strenuously object to the importation of Canadian aluminum ingot on the 
grounds that any new expansion program should be done by American industries. 
Any contract signed with Canada would subsidize Canadian expansion. If 
subsidizing is necessary American firms should receive first consideration. 

STar Mevat MAanvuracturine Co., 
JEROME P. Heri_werL, Vice President. 


tle 


Boston, Mass., May 27, 1952. 
Senator Burnet R. MAYRAnK, 
Chairman Joint Committee on Defense Production, 
Washington, D. C.: 
As dealers in competitive aluminum products, we want to be recorded as op- 
posing any deal with Canada and favoring expansion of American production. 
WAGHORNE-Brown Co., 
A. CHARLES WAGHORNE, Partner. 


79979—52— No. 19———12 
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BALTIMORE, Mp., May 28, 1952. 
Senator Burner MAYBANK, 
Chairman, Joint Senate House Committee on Defense Production Authority, 
Washington, D. C.: 

We object to proposed long-term contract for annual importation of 480,000 
tons Canadian aluminum ingot. If expansion necessary, we believe should be 
American industry rather than subsidizing Canadian expansion. 

LYON, CONKLIN & Co., INc., 
O. F. Murpeny, President. 


HAGERSTOWN, Mb., May 28, 1952. 
Hon. Burner R. MAYBANK, 
Defense Production Authority, Washington, D. C.: 
Strongly urge that you make no agreement to purchase Canadian aluminum. 
Feel that any expansion in this industry should be kept within this country. 
W. H. Retsnerk MANUFACTURING Co., 
W. H. Rersner, Jr., President. 


JACKSON, TENN., May 28, 1982. 
Senator Burnet R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 
Our company prefers to patronize United States producers and manufacturers 
rather than foreign business; therefore, we advocate your committee allowing 
the United States prime producers of aluminum to expand their production to an 


additional 300,000 tons. 
TENNESSEE PumMP & Supprty Co 


BIRMINGHAM, ALA., May 28, 1952 
Senator Burner R. MAYBANK, 
Joint Senate-House Committee, Defense Production Authority. 
Senate Office Building, Washington, D. C.: 

We strenuously object to the contract now being discussed in your committee 
for the purpose of purchasing pig aluminum from Canada. We feel that there 
is ample facilities for producing aluminum in this country to meet all require 
ments at the time of this delivery. 

PERFECTION METALS PRopUCTS 


LittLe Rock, ArRK., May 28, 1952 
Senator Burner R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 

Strongly protest any consideration of foreign aluminum being shipped into the 
United States; urgent your consideration in allowing United States producers 
of aluminum to expand their facilities another 300,000 tons. 

Kercuer & Co. 


Sr. Louis, Mo., May 28, 1952. 
Hon. B. R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, 
Senate Office Building, Washington, D. C.: 

Urge that joint committee report unfavorably on proposal that our Govern 
ment contraet with Canada for extra aluminum stockpile needs; letter follows, 
air mail 

CARTER CARBURETOR CORP 
D. G. TEASDALE, 
Purchasing Agent 
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Brisror, Pa., May 28, 1952. 
Senator BurNet R. MAYBANK, 
Chairman, Joint Senate-House Committee, Defense Production Authority, 
Senate Ofice Building, Washington, D. C.: 

Object to importation of Canada ingot on the grounds that any new expansion 
program should be done by American industries and any contract signed with 
Canada would be subsidizing Canada expansion. Understand contract now 
pending before joint House-Senate committee is based on Canada supplying 
480,000 tons of aluminum annually to be used to supply civilian first, Govern 
ment second, and price would be approximately 18 cents a pound with any unused 
aluminum being returned to Canada at 5 cents a pound. 

KEMLINE METAL PRODUCTs, 
HerMAN T. ERRLICH. 


BALTIMORE, Mp., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman of Joint Senate-House Committee on Defense Production Authority, 
Senate Office Building, Washington, D. C.: 

We protest proposed long-term contract with Canada for importation 480,000 
tons aluminum ingot annually on basis that further expansion should be by 
American industry rather than subsidizing further Canadian expansion. 

CHARLES T. BRANDT, INC., 
C. H. PRorren, Secretary. 


——_ ——- 


Evizaberu Ciry, N. C., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate and House Committee DPA, 
Senate Office Building, Washinoton, D. C.: 

Although we manufacture aluminum consumer durable goods of low priority 
we wish to register our objection to proposed Government sponsvured deal for 
Canadian aluminum. As a taxpayer we feel it imposes an unnecessary burden 
because with rapidly expanding national output we are certain such barter or 
stockpiling arrangements would be ridiculous to consider In event of disastrous 
necessity of all-out war effort neither we nor hundreds of other nonessential 
users would hesitate to submerge our requirements for national necessity. Our 
knowledge of this condition, coupled with the realization that ample supplies 
would be available as fast as defense industry could possibly utilize it, adds to 
our conviction that the proposed deal would amount to simply a subsidy by our 
country of Canadian producers at the expense of the American taxpayer. If we 
have confidence in our national system of free enterprise which has clearly 
demonstrated its superior ability to all other systems, to date, let us demon 
strate that confidence and wisdom by placing our dependence upon it. 

Houtz & BARWICK, 
A. W. Hovutz, 


KANSAS CiTY, Mo., May 28, 1952 
Senator Burnet R. MAYBANK, 
Joint Senate-House Committe of Defense Production, 
Senate Ofice Building, Washington, D. C. 

Our company is a large user of aluminum sheet and at present is not able to 
purchase enough for our requirements. If we believe, however, that domestic 
producers should be given every opportunity to furnish aluminum for stockpil- 
ing before making commitments elsewhere. 

BUTLER MANUFACTURING Co., 
LuTHER P. MELCHER. 


St. Louis, Mo., May 29, 1952 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee, 
Senate Office Building, Washington, D. C. 

Received your proposal May 26 with reference aluminum expansion in Canada. 
Certainly believe any aluminum progress should be fostered at home rather than 
elsewhere. 

H. N. SAyYtor Co., 
JoHN B. Brecs 
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PHILADELPHIA, Pa., May 29, 1952. 


Hon. Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee, 
Defense Production Administration. 

As an American manufacturer using large quantities of aluminum, we oppose 
pending legislation involving Canadian purchased aluminum by United States 
Government. 
Evectric Service MANUFACTURING Co., 
Rt. KREINBERG, President. 


Sr. Lous, Mo., May 29, 1952. 


Senator MAYBANK, ; 
Joint Senatc-House Committee, 
Senate Office Building: 
We are opposed to program to increas our aluminum supply with foreign 
aluminum from Alcan as we believe all interested will be better served by in- 


creasing domestice production. 
CRUNDEN MARTIN MANUFACTURING CO. 


Houma, La., May 29, 1952. 
Senator BuRNET MAYBANK, 
United States Senate Office Building: 

We do not approve of financing and guaranteeing Canada’s aluminum produc- 
tion. American industry has expanded without such Government backing and 
ean produce what is needed. Such a program is further waste of our money. 
We pay heavy taxes. Weuse over 250 tons aluminum per year. 

B & M Corp., 
LIONEL Basin, Jr., President. 


PHILADELPHIA, PA., May 29, 1952. 


Senator BuRNET MAYBANK, 
Chairman, Joint Senate-House Committee, 
Senate Ofice Building: 

We strongly urge you to refrain from instituting legislation which would lead 
to United States subsidy of Canadian aluminum expansion as we who are 
aluminum users feel such legislation would be counter to our best interests. 

AITRDUCT MANUFACTURING Corp. 


Porpitar Biurr, Mo., May 29, 1952. 


Burnet R. MAYBANK, 
Chairman, Joint Committee, Defense Production, 
Senate Ofice Building: 

We believe United States aluminum industry capable of expanding to meet 
future aluminum requirements of this country rather than supporting Alcan 
Respectfully request your cooperation in this matter. 

M. & A. ELectric Power Cooperative, 
James W. Owens, Jr., Manager. 


metals. 





Wicuita, Kans., May 29, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Commission on DPA: 

I would personally like to object to any proposal to guarantee payment to 
Aluminum Co. of Canada for any aluminum purchase. Believe United States 
companies will and can fill all requirements. Letter follows. 

SAUNDERS CASTINGS, 
Dick SauNpers, President. 
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Mempuis, TENN., May 28, 1952. 
Senator Burnet R. MAYRANK, 
Senate Office Building: 
As an aluminum user we urge you to consider expansion of the basic aluminum 
industry in the United States and not from foreign sources. 
FRUEHAUF TRAILER Co. 
W. O. Evans. 


AMANA, Iowa, May 28, 1952. 
Hon. Burnet R. MAYBANK, 
Senate Office Building: 

We urge that any necessary additional expansion of aluminum production be 
negotiated with American firms. We have experienced no difficulty placing 
any aluminum allocated to us by the NPA with American producers. We are 
substituting steel for aluminum on applications where aluminum would be more 
desirable. Aluminum is available to us if NP will grant additional allotments. 

AMANA REFRIGERATION, INC., 
Geo. C. FOERSTNER. 


JERSEY Snore, Pa., Vay 28, 1952 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee, 
Defi nse Production Administration, 
Senate Office Building: 

As an independent aluminum fabricator we feel the domestic producers should 
increase capacity if demand for the next few years warrants. We are therefore 
requesting you vote against the purchase of Canadian aluminum for future 
delivery 

CENTRAL CABLE Corp., 
Joun G. Derwiier, President. 


PHILADELPHIA, Pa., May 28, 1952. 
Senator Burnet R. MAYRANK, 
Chairman, Joint Senate-House Committee, 
Defense Production Administration, 
Senate Office Building: 

We wish to register our objection to the importation of Canadian ingot as we 
feel that any new expansion of aluminum facilities should take place right here 
in the United States. We are definitely opposed to any subsidation by our Gov- 
ernment to the Canadian aluminum-expansion program at the United States 
taxpayers expense. 

MercHant & Evans Co 


New Or-teans, LA., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee for Defense Production, 
Senate Office Building: 

We protest the recommendation to your committee to enter into contract with 
Aluminum Co. of Canada to supply 450,000 tons of aluminum to the United 
States. It is our belief that domestic industry can and should be allowed to 
supply both the civilian and military future demands. 

STAUFFER ESHLEMAN & Co., Lrp., 
W. J. STAUFFER, Secretary and Treasurer. 


HANovER, I’a., May 28, 1952. 
Senator MAYBANK, 
Chairman, Joint Senate-House Committee, Capital: 

Emeco Corp., large user of aluminum shares, requests domestic aluminum pro- 
ducers be given every opportunity to expand facilities for ingot before sub- 
sidizing foreign producers. 

WILTON DINGES, 
President, Emeco Corp. 
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PorpLtar Buiurr, Mo., May 28, 9152. 
Senator BurNet R. MAYBANK, 
Chairman, Joint Committee, Defense Production, 
Senate Office Building: 
We believe our aluminum domestic industry should be expanded rather than 


underwrite Alcan metals to meet our production needs. 
ANSEL I. Moore, 


Manager, Ozard Border Electric Cooperative. 


Kansas Crry, Mo., May 28, 1952. 


Senator MAYBANK, 
Joint Senate-House Committee on Defense Production, Senate Office Building: 
We urge the committee to keep aluminum procuction within the United States 
borders, and that the present aluminum companies be given first opportunity to 
fill all needs. Sincerely appreciating your cocperation. 
A. J. BENSON, 
President, Benson Manufacturing Co. 


Hiiusipe, N. J., May 28, 1952. 
Senator Burnet R, MAYRBANK, 
Chairman, Joint Committee on Defense Production, Senate: 

We are strongly opposed to current proposal to increase importation of alumi- 
num from Canada. We feel that if available supplies of aluminum are inade- 
quate these should be increased by further expansion of domestic aluminum indus- 
try. A long-term deal with our own domestic producers could be made far more 
flexible than any similar arrangement with Canada and at a lesser cost to the 
United States taxpayer. 

Harry L. Epecomr, Jr., 
President, National Association of Aluminum Distributors. 


PHILADELPHIA, Pa., May 28, 1952. 
Senator Burnet R. MAYRBANK, 
Chairman, Joint Senate-House Commitice, Defense Production Administra- 
tion, Senate Office Building, Washington, D. C.: 
We wish to express our objection to subsidies by our Government, especially to 
subsidies of aluminum and copper, outside of the United States. 
RELIANCE Bronze & ALUMINUM FOUNDRY, 
Philadelphia, Pa. 


VW ASHINGTON, D. C., Vay 28, 1952. 
Senator Burnet R. MAYBAnkK, 
Chairman, Senate Joint Committee on Defense Production, 
Senate Office Building: 

As a large fabricator of aluminum products we look to competitive United 
States producers rather than foreign sources of aluminum supply. Why not to 
support and expand United States production who pay taxes in the United States 
of America? 

Erte P. Hatireurron Co., MANUFACTURING DIVISION, 
B. N. SaMMeEr, General Manager. 


OKLAHOMA Crry, OKtA., May 28, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Senate-House Commiitee on DPA, 
Senate Office Building. Washington, D. C.: 

While Canada is an ally, and a good neighbor, yet would be extremely un- 
wholesome in our national interest to continue the present trend of squander- 
ing taxpayers’ money: we oppose subsidizing Canadian aluminum. Do we think 
our national income comes from a gravel pit? 

C. H. Guernsey & Co., 
C. H. GuEeRNSEY. 
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RicHMOND, VA., May 28, 1952. 
Senator BurNer R. MAYBANK, 
Chairman, Joint Senate and House Committee, DPA, 
Senate Office Building, Washington, D. C.: 

We object to the subsidizing of Canadian aluminum production at the expense 
of continued American expansion. As taxpayers we feel we should not be levied 
upon in order to create competition of American industry. 

A. D. Bower, 
President Southern Steel & Stove Co., Inc., Richmond, Va. 


PHILADELPHIA, Pa., May 28, 1952. 
Senator BurNer R. MAYBANK, 
Chairman of Joint Senate-House Committee 
Senate Office Building, Washington, D. C 
As fabricater of aluminum we vigorously object to proposed subsidy of Cana- 
dian aluminum industry to be started in 1954. It is our opinion that expansion 
of United States aluminum industry be considered before that of a foreign 
country 
PRECISION TuBE Co., INC., 
NORMAN H. Jack, JR., 
Secretary-7reasurer,. 


Fort Worth, Tex., May 28, 1952. 
Senator BurNer R. MAYBANK, 
Chairman of the Joint House Committee of DPA, 
Senate Office Building, Washington, D. C.: 

Sincerely urge your not adopting proposal by Sam Anderson for guaranteeing 
sale of ALCAN aluminum at rate of 450 tons per year. Feel that with the 
present aluminum capacity, plus additional capacity, as proposed by aluminum 
companies there will not be a shortage of aluminum in the future; and ALCAN 
aluminum if purchased would be unnecessary surplus. 

W. E. GRANCE, 
Krecutive Vice President, Hobbs Manufacturing Co. 


ATLANTA, GA., May 28, 1952. 
Senator Burner R, MAYBANK, 
Chairman, Joint Scnate and House Committee on Defense Production 
tuthorityu, Senate Otice Building: 
As a user of aluminum we are more interested in seeing our domestic capaci- 
ties increased, if needed stead of an arrangement for importing of metal to 
this country 


R. L. Cook IRgrGatrron Co 


OKLAHOMA Crry, OKLA*, May 28, 1952. 
Senator Burner R. MAyYBANK, 
Chairman, Senate-House Committee on DPA, 
Senate Office Buildina: 
I am against idea of subsidizing Canadian aluminum production 
M. E. ScHWakrz. 


OKLAHOMA CiTy, OKLA., May 28, 1952. 


Senator Burner R. MAy NK 
Chairman, Senate-House Committee on DPA: 
I certainly protest idea of spending American dollars to cut American industry 
throat. I am opposed to idea of subsidizing Canadian aluminum production 


L. C. RuscHa. 
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OKLAHOMA Ciry, OKLA., May 28, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Senate-House Committee on DPA: 
We are unalterably opposed to subsidizing Canadian aluminum production 


Let’s build American industry first. 
SAFECO. 


OKLAHOMA Crry, OKLA., May 28, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Senate-House Committee on DPA: 
I do not approve of proposition to spend our tax dollars to subsidize Canadian 


aluminum. 
JACK GAMBRELL. 


PHILADELPHIA, Pa., May 28, 1952. 
Senator MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production Adminis- 
tration, Senate Office Building. 

Dear SENATOR: Object to importation of Canadian ingot on the ground that 
any new expansion program should be done by American industry and such 
contract signed with Canada would be subsidizing Canadian expansion. 

AMERICAN MANGANESE Bronze Co., 
W. B. WILKINS, President. 





OKLAHOMA CTIry, OKLA., May 28, 1952. 
Senator Burner R. MAYRANK, 
Chairman, Senate-House Committee on DPA: 
Opposed to subsidy for Canadian aluminum products; believe American indus 
try can always take care of our needs. 


V. J. WAITE. 


May 26, 1952. 
Senator Burnet R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 

As an idependent aluminum fabric, we feel that the proposed Alcan expansion 
program is against our interests. We feel that only a new independent American 
aluminum supplier can aid our program. 

GENERAL ALUMINUM Corp., 
Los Angeles, Calif. 


New ORLEANS, LA., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Jeint Senate-House Committce on DPA, 
Senate Office Building, Washington, D. C.: 

We protest the recommendation of Sam Anderson, Aluminum Coordinator DIA, 
to your committee to enter into contract with Aluminum Co. of Canada to supply 
450,000 tons of primary pig per year beginning 1954 to United States. It is our 
belief that there is sufficient production completed or under construction to meet 
civilian and military future demands. It is our recommendation that we build 
United States aluminum industry first. 

NATIONAL BLow Pipe & MANUFACTURING Co., LTD., 
H. A. Apry. 
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Tusa, OKLA., Vay 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Senate-House Subcommittee Defense on Production 
1dministration, Washington, D. C.: 

Re Canadian aluminum subsidy, I register my opposition in view of the willing- 
ness on the part of domestic manufacturers to furnish required aluminum pro- 
duction facilities. Action on your part in opposition to subsidizing any foreign 
manufacturer will be appreciated. 

Joserpn A. Coy, 
President, Jose ph 1. Coy Co. 


TULSA, OKLA., Vay 27, 1952. 
Senator Burnet R. MAYRANK, 
Chairman, Senate-House Subcommittee on Defense Production 
idministration, Washington, D. C.: 

Re Canadian aluminum subsidy, I register my opposition in view of the will- 
ingness on the part of domestic manufacturers to furnish required aluminum 
production facilities. Action on your part in opposition to subsidizing any foreign 
manufacturer will be appreciated. 

H. Moore Coy, 
Secretary-Treasurer, Coy Co. Products. 


MOUNTVILLE, PA., May 27, 1952. 
Hon. BuRNET MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C.: 

Reference proposal on expansion plan for increased aluminum production in 
Canada. We as a fabricator, using approximately 12 million pounds per year, 
would prefer to be dependent on domestic producers instead of a foreign source ; 
as our experience hus been, notwithstanding the amount of our Government 
funds which we used in the past to finance Canadian production when we needed 
aluminum from them on account of short supply here, they elected to sell their 
aluminum production in the world market and gave us no consideration. What- 
ever further expansion is needed, financed by Government funds, we feel should 
be done in this country with domestic producers who pay taxes which con- 
tribute toward all: advance made by the Government and who are dependable 
sources for the United States market. The advantage of domestic producers 
is far-reaching in employment for not only the actual production of aluminum 
but power transportation and other factors which benefit our economy. 

New Honianp Merars Co., Divistoxn or New Hottanp MACHINE Co 
W.G. Hume, Vice President. 


BIRMINGHAM, ALA., May 27, 1952. 
Senator Burner R. MAYRBANK, 
Joint Senate-House Committee, Defense Production Authority, 
Senate Office Building, Washington, D. C.: 

I am distressed to learn that a contract to purchase 480,000 tons of aluminum 
from Canada is before your committee for discussion. With the expanded facili- 
ties of the three large aluminum companies of America, this surplus aluminum 
will no doubt cause a shut-down in production facilities next year, resulting in 
loss to the taxpayers who built the plants as well as a loss of money on the 
return sale of aluminum to Canada at 5 cents a pound. Please do everything 
possible to defeat this contract’s passage 

SouTHERN States Roorrne Co. 
H. ONASH. 
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MINERAL WELLS, Tex., May 27, 1952. 
Burner R. MAYBANK, 
Chairman, Joint Senate-House Committee, DPA, 
Senate Ofice Building, Washington, D. C.: 
We vigorously oppose Sam Andrews’ proposed agreement with U. S.-Alean to 
purchase 900 million pounds of aluminum per year from Canada. 
Car. E. Kesster, 
President of Prodco, Inc. 


Bivoxt, Miss., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman of Joint Senate-House Committee on DPA, 
Senate Office Building, Washington, D. C.: 
Heartily oppose passage of bill proposing contract between this Government 
and Aluminum Co. of Canada, said bill now before your committee 
Jay INpustTrrIEs, INc. 


MIAMI, Fta., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman Joint Senate-House Committee, DPA, 
Senate Ofice Building, Washington, D. C.: 

Our company as fabricators of aluminum do not approve of a plan to let Canada 
start to ship aluminum into this country in 1954 because we believe if our country 
needs more production of aluminum by 1954 our own aluminum companies in 
this country can extend their plants to produce our needs and keep this work at 
home 

TropricaAL AWNING SuotTtrer & JALOUSIE Co. 
By G. G. SIRMAN, Owner. 





DALLAS, Tex., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman Joint Senate-House Committee on DPA, 
Senate Ofice Building, Washington, D. C.: 

Strongly recommend that proposal be defeated sponsored by Sam Anderson 
between United States and Alcan for purchase of 50,000 tons yearly of Canadian 
aluminum beginning 1954. Firmly believe that opportunity should be given to 
United States primary producers for expansion in order to satisfy domestic 
demands 

Ron Det. Forpring ALUMINUM AWNINGS, INC., 
DAvip L. ScHurGer, President. 


Jersey Ciry, N. J., May 27, 1952 
Senator Burnet R. MAYBANK, 
Chairman of Joint Committee, Defense Production, 
Senate Ofice Building, Washington, D. C.: 
Protest entering any agreement with foreign sources of aluminum. 
Our experience indicates domestic production adequate. 
STANDARD Roorine & TINSMITH Suppery Co. 


Cnivpress, Tex., Way 27, 1952. 
Hon. BurNet R. MAYRBANK, 
Chairman DPA Committee, 
Senate Office Building, Washinuton, D. C. 

Since the aluminum producers in the United States are able to meet the 
aluminum demand we feel that it would not be wise to enter into a contract with 
the Aluminum Co. of Canada to supply our industries with aluminum. 

THe GATE Crry ELectrric Cooperative, 
R. A. YARBROUGH, Manager 
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ForT Worth, Tex., May 27, 1952. 
Senator BurRNer R. MAYRBANK, 
Chairman of Joint Senate-House Committee on DPA, 
Senate Office Building, Washington, D. C. 

Strongly protest proposed agreement by Sam Anderson for purchase of ap- 
proximately 450,000 tons per year of Canadian aluminum beginning in 1954. Be- 
lieve United States producers should be given opportunity to take care of me 
especially after their tremendous expansion program, 

TRAVELITE TRAILER Co., 
h. a. HARRIS, Copartne and General Vanage } 


MINNEAPOLIS, MINN., May 27, 1952 


Senator BurNer R. MAYRANK, 
Joint Senate-House Committee, DPA, 
Senate Office Building. Washington, D. C. 

We are strongly opposed to third round expansion aluminum production being 
handled on basis Canadian proposal, Recent expansion by American producers 
should accommodate all anticipated increased demands. Except for Govern 
ment restrictions American producers have taken good care of our aluminum 
needs e it 
be confined to the United States 


; 


If however additional expansion decided necessary strongly advocat 


McQuay, Iwc., 
P. S. Morris, Erecutive Vice President 


DALLAS, Tex., Vay 27, 1952 
Senator BurNer R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, 


Nenate Offic Build no, W ashine fon, D. $y 
] 


As consumers of aluminum on Nation-wide basis we have followed closely 
recent proposals by Sam Anderson of DPA concerning (1) increasing United 
States aluminum capacity and (2) signing contract with Aluminum Co. of 
Canada to import aluminum. If need be let’s increase domestic capacity, but 
certainly we should not import one pound of aluminum from Canada when our 
better judgement tells us we should keep the jobs and business in our own 
country where we need it 

NATIONAL VENTILATED AWNING CO 


JOHN L. Ericson, Vice President. 


HUNTSVILLE, ALA., Muy 4, 19 


Senator BuRNrer MAYBANK 
Chairman, Joint S 


te-Hiouse Committee, Defense Production Author /, 
Senate Ofice Building, Washinaton, D. ¢ 


Our company would like to protest the contract being discussed, in regard to 
480,000 tons of pig aluminum that is proposed to be purchased from Canada, 
We sincerely feel that our capacity in this country is adequate and request your 
every consideration in defeating this proposal. 
MARTIN STAMPING & Stove Co., 
EF. N. Serton, Vice President 


JACKSONVILLE, FPia., May 27, 1952. 


Senator B. R. MAYBANK 
Chairman of Joint Senate-House Committee, DPA, 
Senate Office Building, Washington, D. C.: 


We wish to voice ro ction to contemplating ntract to be given Alcan 


Canada for 960,000,000 pounds of aluminum ingot at current prices for delivery 
1954. 

W. L. Rives Co., 

I. Witrick, Vice President, 
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BIRMINGHAM, ALA., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee, 
United States Senate Office Building, Washington, D. C.: 

Urge you and others involved to vote against current Federal proposal to con- 
tract with Canada for aluminum supplies starting 1954. Present facilities 
coupled with current plant expansions of domestic aluminum producers appear 
ample to supply domestic requirements. Unnecessary expense and other evils 
involved in the proposed import deal. 

ARNOLD-Brown Metrats & Suppry Co., 
Rh. E. Clarkson, General Manager. 


Taos, N. Mex., May 27, 1952. 
Hon. Burner R. MAYRBANK, 
Chairman, Joint Senate-House Committee, DPA, 
United States Senate Building, Washington, D. C.: 

We are opposed to the signing of any contract covering any financial consider- 
ation with Alean. Recommend any financial consideration of this type be given 
United States industry 

New Mexico ASSOCIATION OF REA COOPERATIVES. 
Gaytorp A. Burr, President. 





Derroit, Micu., Vay 27, 1952. 
Senator Burner R. MAYBANK, 
Joint Senate-House Committee on Defense Production Act, 
Senate Ofice Building, Washington, D. C.: 
The Canadian aluminum proposal is detrimental to the long-range defense 

interest of the United States. 
FrRUEHAUPF TRAILER Co, 
C. J. Koriscen. 


Miami, Fua., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman of the Joint Senate-House Committee, 
Defense Production Authority, Senate Office Building, 
Washington, D. C.: 

We strenuously object to the contemplated contract which our Government is 
considering entering into with Canada on the purchase of aluminum for import 
into this country beginning 194 

Mramr Wrinpow Corp. 
B. H. MayNnarp, Vice President. 


JACKSONVILLE, Fta., May 27, 1982. 
Senator B. R. MayBank, 
Senate Office Building, Washington, D. C.: , 
We as aluminum users object to the contract contemplated to be given to Alcan 
for 960,000,000 pounds aluminum delivery 1954. We feel that domestic produc- 
tion will amply supply demand. 


Respectfully, 
FERBER SHEET MeTAL WorRKS. 


CLEVELAND, On10, May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman of Joint Committee of Defense Production, 
Senate Office Building, Washington, D. C.: 

Testimony given by others before your committee on may 26 tended to indicate 
that aluminum fabricators in this country would prefer a foreign source of sup- 
ply rather than a domestic source. We feel that the true facts if correctly ascer- 
tained would show that most American aluminum fabricators would much prefer 
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to obtain their supply through basic competitive American producing source 
rather than to depend upon the monopolist group over whose operation the United 
States has no control. 

DIAMOND BUILDING PRODUCTS. 


CLEVELAND, On10, May 27, 1982. 
Hon. B. R. MAYBANK, 
Joint Senate-House Committeee, 
Production, Senate Office Building, 
Washington, D. C.: 

We understand your committee considering importing aluminum from 
Canada for a guaranteed quantity This will be detrimental to producer of 
this country and defense interest 

The WEATHERPROOF Co., 
Harotp Horwirz, President. 


SEBRING, Fia., May 28, 1952 
Senator B. R. MAYBANK, 
Chairman, Joint Senate House Committee DPA, 
Senate Office Building, Waskington, D. C.: 

At the present rate of increased production of aluminum and with planned 
increases in the near future we object to the contemplated purchase of 960 
million pounds of aluminum from Alcan for 1954 unless on a_ no-penalty 
cancellable basis. Unless there is an all-out war we shall either penalize 
our own industries or subsidize Alcan should we have to pay a penalty to 
cancel the contract 

WEBSTER CORP., 
J. ©, TAYLor. 


Cuicaaeo, Ini., May 28, 1952 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Relative to importation of Canadian aluminum, I believe that with decontrol 
being planned for third quarter, with full completion during fourth quarter, it 
would be against the interest of American industry to let down the bars. We 
are warehouse distribtuors of aluminum and are having no difficulty in securing 
sufficient of the American products to take care of demands. We ask that your 
committee reject the importation plan. 

BENJAMIN Wo.trr Co., 
Burton L. Wotrr, President 


ALBUQUERQUE, N. MEX., May 27, 1952 
SURNET R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, 
Nenate Office Building, Washington, D. C.: 
We protest Sam Anderson proposed guaranteed purchase of aluminum in 
foreign countries on extended term basis. 
J. J. O°CONNELL, 
President, Machine Engineering Corp., West Collidge 


Mempuis, TENN, May 28, 1952 
Senator MAYRANK, 
Senate Office Building, Washington, D. C.: 

We are opposed to Senate and House hearing whereby consideration is being 
given to the purchase of aluminum to the Aluminum Co. of Canada metal to be 
shipped to the United States. We prefer to do business with our own United 
States company 

NATIONAL MANUFACTURING Co., 
L. L. McGraw 
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Houston, Tex., May 28, 1952. 
Hon. Burnet R. MAYBANK, 
Joint Committce on Defense Production Administration, 
Senate Office Building, Washington, D. C.: 

We believe legislation to subsidize Aluminum Co. of Canada, authorizing ac- 
ceptance of proposed contract submitted by Sam Anderson, DPA Aluminum 
Coordinator, to be unnecessary, unsound, and uneconomical, and should be 
defeated 

CONSOLIDATED VENETIAN BLIND Co., 
ALEX ANpDREWwS, Vice President. 


Houston, Tex., May 27, 1952. 
Senator MAYBANK, 
United States Senate, Washington, D. C 
There is a bill being presented whereby the Government is, in effect, subsidiz- 
ing some of the aluminum industries of Canada. While we are users of alum- 
inum and our requirements are being very well taken care of even during this 
emergency, we question the wisdom at this time of making subsidies in any other 
country to increase the aluminum production to take care of any foreseeable 
demands his bill was presented by Mr. Sam Anderson before the joint House 
and Senate committees. 
Srewart & Srevenson Services, Inc., 
Ross STEWART. 


Tusa, OKia., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Senatc-House Joint Committee on Defense Production Admin- 
istration, Washington, D. C.: 

R* Canadian aluminum subsidy, I register my opposition in view of the will- 
ingness on the part of domestic manufacturers to furnish required aluminum pro- 
duction facilities. Action on your part in opposition to subsidizing any foreign 
manufacturer will be appreciated. 

J. E. MAYDEN. 


TEXARKANA, Tex., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Commitice on DPA, 
Senate Office Building, Washington, D. C.: 

Do not believe entrance into a contract with Aluminum Co. of Canada for 
$50,000 tons yearly of aluminum pig will be in best interests of American people 
on account of American producers’ record of meeting demand with expansion 
of facilities, 

SouTHWEST ARKANSAS ELEcTrIc Corp., 
NUNN GoopLettT, Manager. 





Houston, TEx., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MAYBANK: The proposal of Mr. Sam Anderson reference ap- 
proval of Canadian aluminum projects, vigorously opposed by all foundry men 
contacted by the writer. Can see no need for financing Canadian facilities when 
accelerated production under way here will easily cope with demands of our 
country. 

Dee Brass Founpky, Inc., 
NATHAN GUARINO, Vice President. 
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West BEenp, Wis., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Scnate Office Building, Washington, D. C.: 

We favor a further increase of aluminum-ingot production but strongly recom- 
mend that this production be in the hands of U. 8S. A. producers, present or new, 
and do not favor the signing of long-term Government contracts with Canadian 
producers. 

West BENp ALUMINUM Co., 
N. A. SCHOWALIER. 


TARRYTOWN, N. Y., May 27, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building: 
We feel that favorable action on the recommendation of the Anderson report 
concerning imports of aluminum from Canada is a serious threat to the aluminum 
industry in thiscountry. We sincerely trust you will oppose this recommendation, 


GOLDBERG WHOLESALE SUPPLY CORP. 


Des MoINeEs, lowa, May 27, 1952. 
Senator BurNet R. MAYBANK: 

Regarding proposed third round aluminum expansion, think it only fair this 
program, using United States taxpayers money be carried on within United 
States boundaries only. 

C. E. Ertcxson Co., Inc., 
C. E. Eratcxson, President. 


Detroit, MicH., May 27, 1952. 
Senator MAYBANK: 

Have just learned of the Canadian proposal regarding 450,000 tons of alum- 
inum and conditions attaching thereto. As a substantial fabricator of aluminum, 
we do not feel that such proposal merits serious consideration from the stand- 
point of long-range defense 

DeTroir GASKET & MANUFACTURING CO 
J. L. Barrett, Vice President. 





PHILADELPHIA, Pa., May 28, 1952. 
Senator BURNET MAYBANK, 
Chairman, Joint Scnate House Committee Defense Production Authority, 
Senate Office Building: 

We object to importing of aluminum ingot from Canada. It is our opinion 
that if subsidizing is necessary American producers should have first 
consideration. 

PROGRESS MANUFACTURING Co., 
W. H. LUKENS. 


TULSA, OKLA., May 28, 1952. 
Hon. Burnet R. MAYBANK, 
Senate Office Building: 
Wish to inform you we are highly against any type of purchase of Canadian 
aluminum until American producers have reached maximum expansion. 
AMMON Toot & MANFACTURING Cu., INc., 
D. H. RvuGGLEs. 
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Rosesup, Tex., May 28, 1952 
Senator Burner R. MAYRANK, 
Chairman, Joint Senate House Committee of DPA, 
Senate Office Building: 

Reference proposed contract with Aluminum Co. of Canada for 450,000 tons 
yearly of aluminum pig, does not appear to be in best interest of American 
people because of the record of domestic companies in expanding their facilities 
to meet the demand. 

Betratts Exvecrric Cooperative, INc., 
A. L. Freeman, Manager. 


Sriver Hii, Mo., May 28, 1952. 
Senator BurNeET MAYBANK, 
Chairman, Joint House and Senate on Defense Production Authority: 
We protest proposed agreement to import Canadian ingots over long term. 
We believe expansion should be in American industry. 
Att WeratTHer ALUMINUM AWNINGS, INc., 
A. J, LaveNnpver, President. 


Dighton, Kans., May 28, 1952. 
Senator MAYBANK, 
Chairman, Joint Senate House Committce on DPA: 

Regarding proposal to enter contract with Canadian aluminum companies, we 
believe United States resources should be developed instead of developing for 
eign companies. 

Ravteuw ©. Hace. 


TULSA, OKLA., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman of Senate and Tlouse Subcommittee on DPA, 
Senate Office Building: 
Wish to register our opposition to any contract or agreement purchase foreign 

produced aluminum in lieu of domestic aluminum expansion. 
VENTAIRE Corp. 
JoHN A. TATROR, 


Wicuitra, KAns., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Commission, DPA, 
United States Senate Office Building, Washington, D. C.: 

Our corporation objects to purchase of aluminum pig from foreign countries 
before our own aluminum companies are given ample consideration to furnish 
requirements 

H. & H. Parts Co., INc., 
PauL F. SeaMAn, Production Supervisor 


TuLsA, OKLA., May 28, 1952 
SENATE-HouSe SUBCOMMITTEE ON DPA, 
Senate Office Building 
(Attention of Burnet R. Maybank, Chairman) : 
Opposed to Sam Anderson's Canadian aluminum expansion bill.. Let’s expand 

at home first 
Warner Lewis Co., 
SHEPARD. 
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MANKATO, KANs., May 28, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Joint Committee on DPA, 
United States Senate Office Building: 

We do not favor subsidizing the development of foreign enterprises for alumi 
num production if ample supply can be fnrnished by present American industry 
or the expansion of American industry. 

JEWELL MITCHELL CooPeRATIVE ELEcrrRic Co., INC., 
CLARENCE W. Situ, Manager 


Dover Crry, Kans., May 28, 1952 
BURNET MAYBANK, 
Chairman Joint Senate-House Committee on DIA, 
United States Senate Office Buildina: 
We protest developments of proposal to Alcan. Believe American companies 
can produce aluminum pig instead of a foreign company. 
Vicrory ELeEcTRIC COOPERATIVE ASSOCIATION, 
tay MARLER, Vanager 





Towson, Mp., May 28, 1952, 
Senator BurNer MAYRBANK, 
Chairman, Joint Senate-House Committee on DPA: 
We object to long-term contract of aluminum ingot from Canada. We feel this 
is a subsidy of Canadian aluminum. Why not increase American output? 
BRANDENBURG INDUSTRIES, INC., 
F. J. BRANDENBURG, Jr., President, 


) 


TULSA, OKLA., May 28, 1952 
Senator MAYBANK, 
Senate-House Subcommittce DPA, Washington, D. C.: 

We urge expansion program for subsidizing aluminum plant in Canada be 
forgotten and our domestic mills be permitted necessary expansion at their own 
expense to furnish the extra required aluminum. 

NATIONAL TANK Co., 
Jay P. WALKER, President 


DALLAS, Tex., May 28, 1952 
Senator BurNer R. MAYBANK, 
Chairman, Joint Senate-House Committee, Senate: 

Urgently recommend that proposal by Sam Anderson covering agreement be- 
tween United States and Alcan to purchase 450,000 tons per year Canadian 
aluminum beginning 1954 be rejected. Believe such agreement would undermine 
further expansion by United States primary producers. 

UNIVERSAL CorpP., 
J. FP. TRAVIS, President 


PHILADELPTIIA, Pa., May 28, 1952. 
Senator BurNet R. MAYBANK, 
Chairman, Joint Senate-House Committee, Defense Production Administra- 
tion, Senate Office Building: 
We wish to register our objection to importing Canadian aluminum ingot, 
We feel expansion program should be done by American producers. 
ATHOs Street & ALUMINUM DISTRIBUTORS, 
Rosehill Street and Chew Arenue, Philadelphia 
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Turmopaux, La., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee DPA, Senate Office Building: 
We vigorously oppose contract with Canadian aluminum companies. 
THOMSON MACHINERY Co., INC, 


Daas, Tex., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, Senate Office Building: 
Strongly recommend that proposal on United States buying aluminum from 
Alcan on contract should not be considered. We believe our primary producers 
in this country can expand to meet requirement. 
VINSON Suppty Co., 
R. A. CASTILLo, 


Datxias, Tex., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Senate Office Building: 

We strongly oppose entering into any agreement with any country obligating us 
to take any specified amount of aluminum. Domestic production plus expansion 
proposed by domestic producers we feel is fully adequate for defense and 
domestic requirements. 

MONCRIEF-LENOIR MANUFACTURING Co., 
C. M. FINLEY. 


RIVERDALE, Mp., May 28, 1952. 
Hon. B. R. MAYRBANK, 
Chairman, Joint Senate and House Committee on Defense Production 
Administration, Senate Office Building: 

We wish to register our opposition to the proposed measure providing for 
the importation of Canadian aluminum ingot. We feel that this measure is not 
in our best interest nor that of the aluminum industry of the United States, 

L. A. WELLS, * 
President, Enginecring & Research Corp. 





ARKANSAS Clty, KANs., May 28, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committce on Defense Production adminis- 
tration, Senate Office Building, Washington, D. C.: 

We recommend you endeavor to discourage the Canadian aluminum purchase 
project proposed by the Aluminum Coordinatcr for DPA as we consider it inop- 
portune, wasteful of tax funds, and highly prejudicial to American industrial 
and public interests. 

ACTON MANUFACTURING Co., INC,, 
GRANT M. AcToNn, President, 


Tusa, OKLA., May 28, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Senate-House Sudcommittee on Defense Production Adminis- 
tration, Senate Office Building, Washington, D. C.: 

As a user of some 714 million pounds of aluminum per year previous to NPA 
restrictions we were periodically confronted with serious aluminum shortages. 
We respectfully urge that present shortages of aluminum be solved by the expan- 
sion of United States facilities, if necessary to solve such shortages, rather than 
the expansion of foreign facilities through guaranties or otherwise. Past pro- 
curement from foreign sources have proved both difficult and costly. 

SPARTAN ArrcrArT Co., 
E. H. Gusser, Vice President. 
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DENVER, Co.Lo., May 28, 1952. 
Senator B. R. MayBank, ’ 
Chairman, Senate-House Committee on Defense 
Production, Senate Office Building, Washington, D. C.: 

Not in fayor of buying foreign aluminum during periods when domestic is 
Judging from availability and price, metal 
Sending confirming letter. 

McPHeERSON CoORP., 
Lb. McPHEeRSON. 


plentiful. Shortage no longer exists. 
now delivered as much as 10 percent below ceiling. 


Houston, Tex., May 28, 1952, 
Senator MAYBANK, 
Senate Office, Washington, D. C.: 
We oppose Sam Anderson’s recent proposal to subsidize Canadian aluminum 
products. 
SOUTHERN ENGINE & Pump Co., 


D. N. WomMack, President 


Soutu Benn, INp. 
Senator Burnet R. MAYBANK, 
Joint Senate and House Committee for Defense Production: 
if American taxpayers’ dollars are to be spent in further development of the 
aluminum industry let them be spent with American producers instead of foreign 
producers. Our experience with most American producers has always been 
satisfactory. 
Retsu Propucts, Inc., 
Geo. Reisu, President. 


SAVANNAH, Ga., May 27, 1952 
Senator Burnet R. MAYRBANnkK, 
Chairman of Joint Committee on Defense Production, 
Senate Office Buildina., Washington, D.C. 

As a large fabricator of aluminum we see no reason to build up on controllable 
foreign source aluminum supply. We prefer to be dependent on competitive 
domestic producers. This is in reference to hearings on Canadian contract. 

JAMES W. McIntire, 
SOUTHERN STATES IRON Roorirne Co. 


INDIANAPOLIS, IND., May 27, 1952. 
Senator Burner R. MAYBANK, 
Jaint Scnate-House Committee for DPA: 

Reference your committee meeting yesterday we would like to record our 
protest against the long-term Canadian aluminum importing program. Our ex- 
perience with the three domestic producers has been quite satisfactory and we 
feel they are entitled to maximum consideration and support. 

BAsca MANUFACTURING Co., INC., 
G. L. CANFIELD, President. 


PHILADELPHIA, Pa., May 27, 1952. 


Senator Burnet R. MAYBANK: 
As a large aluminum distributor, we protest any deal to subsidize Canadian 
production. Also believe it is time to eliminate all controls on aluminum and 


steel. 
Potts FARRINGTON Co. 
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La Crosse, W1s., May 27, 1952. 
Senator Burner R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 

Have read with interest proposed Canadian aluminum expansion. As large 
user of aluminum prefer expansion be within United States boundaries, Past 
experience with United States producers has been very satisfactory. 

NORTHERN ENGRAVING & MANUFACTURING Co., 
T. P. DALZELL, Secretary. 





PLANO, TEx., May 27, 1952. 
Senator BuRNET MAYBANK, 
Chairman, Joint House Committee DPA, 
Senate Office Building, Washington, D. C.: 
We object to Alcoa proposal making aluminum pig available to foreign pur 
chase, Any expansion should be for domestic consumption. 
CARTER CRAFT, INC. 


BIRMINGHAM, Ata., May 27, 1952. 
Senator Burnet R. MAYBANK: 
Joint Senate House Committee, Defense Production Administration, 
Senate Office Building, Washington, D. C.: 

We object to possible contract to purchase 480,000 tons of aluminum from 
Canada in 1954. We would, of course, have been in favor of this type contract at 
the beginning of the Korean situation, but now that our own country’s industry 
has undertaken sizeable expansion we believe that this contract is now unneces 
sary. Particularly so if the © 'rplus metal to be returned to Canada at a loss 
to the Government and the taxpayers. Let's expand here first. 

VULCAN METAL Propucts. 


MINNEAPOLIS, MINN., May 27, 1952. 
JOINT SENATE House COMMITTEE, DPA, 
Senate Office Building, Washington, D. C. 
(Attention: Senator Burnet R. Maybank :) 

Heartily endorse Senator Fulbright’s opposition to Canadian aluminum deal. 
Feel certain that with Government restrictions removed that expanded United 
States production will meet industry’s needs. Should Government demand fur 
ther expansion, then in favor of necessary expansion here in the United States 

CHAR GALE MANUFACTURING Co., 
Cc. L. Jonnston, President. 


LitrLe Rock, ArkK., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Being large users of aluminum we are interested in hearing now in progress. 
In our opinion it is advisable to increase domestic production of aluminum 
Any guarantee to foreign producers would be detrimental to American industry's 
expanding. Aluminum facilities in Arkansas are aiding the industrial progress 
of our State and is badly needed. Please do not make foreign agreements that 
will hurt us all. 

KOoLVENT ALUMINUM AWNING Co. 
W. Y. CLEVELAND, President. 


PHILADELPHIA. Pa., May 28, 1952 
Senator Burnet R,. MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production Adminis- 
tration, Senate Office Building, Washington, D. C.: 
Object to importation of Canadian ingot on the grounds that any new expan- 
sion program should be done by American industry and any contracts signed 


with Canada would be subsidizing Canadian expansion Understand contract 
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now pending before joint House-Senate committee is based on Canada supplying 
480,000 tons of aluminum annually to be used to supply civilians first, Govern- 
ment second; and price would be approXimately 18 cents a pound with any un- 
used aluminum being returned to Canada at 5 cents per pound. 

Vriorory METAL MANUFACTURING Co, 

A, RAYMOND, President 


PHILADELPHIA, I’a., May 28, 1982. 
Senator Burnet R. MAYBANK, 
Chairman, Joint House and Senate Committce on Defense Production 
1dministration: 

We understand contract now pending before joint House and Senate committee 
for importation, commencing 1954, of annual 960,000,000 pounds aluminum per 
year to be used civilians first, Government second. Object to importation of 
Canadian metal on grounds that new expansion program now being accomplished 
by the American aluminum industry and any contracts signed with Canada would 
appear to subsidize Canadian aluminum expansion. 

Snyper MANvFAcTURING Co 
BEN SNYDER 


NEW ORLEANS, LA., May 28, 1952. 
Senator Burnet R. MAYBANnkK, 
Chairman, Senate-House Committce on Defense Production Administration, 
Senate Office Building, Washington, D. C.: 

We strongly protest the recommendations of aluminum coordinator of DPA, 
Sam Anderson, for the United States Government to enter into a contract with 
Aluminum Co. of Canada to supply the United States with 450,000 tons pig 
aluminum beginning 1954. We concur with the offer of the current domestic 
aluminum producers to increase their production to meet future civilian and 
defense aluminum requirements. Let us build up United States aluminum pro- 
duction before building up foreign. 

TRANS-OCEANIC TRADING Co. 
Cuas N. MURPHY. 
TRANS-OCEANIC TRADING CO., 
Vew Orleans, La., May 27, 1952. 
Senator BurNger R. MAYBANK, 
Chairman, Senate-House Committee on Defense Production Administra- 
tion, Washington, D. C. 

DEAR SENATOR MAYBANK: We confirm our today’s telegram protesting the 
recommendations of Mr. Sam Anderson concerning our Government’s entry into 
a contract with the Aluminum Co, of Canada, as per enclosed copy 

Yours for a bigger and better United States of America. 

Very truly yours, 
Cuas. N. MURPHY 
General Manager. 


CLEVELAND, On10, May 28, 1952. 
Senator BurNetr R. MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production Adminis- 
tration, Washington, D. C.: 

The F. C. Russell Co. is a large user of aluminum. We do not favor our 
Government entering into a long-term agreement for the purchase of aluminum 
from Alcan, It is our judgment that sufficient aluminum will soon be produced 
by American industry to meet all demands, If this is not correct, then addi- 
tional facilities should be provided to make our country self-sustaining, 

Tue F. C. Russery Co., 
Frep S. Day, Vice President. 
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RANDALL CorpP., 
Baltimore, Md., May 28, 1952. 
Senator Burner R, MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production Adminis- 
tration, Washington, D. C. 

Dear SENATOR: I understand your committee is considering a proposal to admit 
some 480,000 tons of Canadian aluminum into the United States in 1954 and the 
three following years. The aluminum would be sold to aluminum users at 
the market, or added to the Nation’s stockpile, or resold to Canada at a minimum 
charge. 

As a small-business man much interested in converting aluminum and who 
has suffered greatly from the shortage of the past 2 years, I wish to most vehe- 
mently urge you to turn down this proposal. 

The aluminum will not be available now or in the near future; it will not 
alleviate present shortages; it will come on the American market more or less 
coincidently with the greatly enlarged American production; it gives Canadian 
producers guaranteed market in the United States at the time when our own 
producers may need every possible customer to keep their plants running at fair 
capacity. 

In the later years, if we need added aluminum ingot, we can consider Canadian 
producers. Our own companies have been increasing facilities largely at the 
request of our own Government. Their future market should not be limited, 
as this proposal would limit it, by any such action by our Government. 

Sincerely yours, 
BLANCHARD RANDALL, President 


Tue Greson & Kirk Co., 
Baltimore, Md., May 28, 1952 
Senator Burner R. MAYBANK, 
Chairman Senate-House Committee on Defense Production Administration 
Senate Office Building, Washington, D. C. 

Dear Str: Some of the reasoning used in connection with the proposed pur 
chase of aluminum ingot from Canada does not “add up.” 

If this purchase is being made for possible stockpiling, then it is about time that 
serious consideration be given as to when a more advantageous purchase can 
be made and from whom. 

From the figures coming to our attention this purchase cannot possibly be 
made because of insufficient capacity to produce in this country in the imme 
diate future and before delivery could be effected on the contemplated purchase, 
and we, therefore, respectfully request that a sense of values be the determining 
factor in considering such purchase in the future, with a full realization that 
the money must eventually come from the pockets of the taxpayer 

Yours very truly, 
Epwin W. Hor.enin 


Huseect MetTars, INc., 
St. Louis, Mo., June 2, 1952 
Hon. Burnet R,. MAYRAnk, 
Joint Senate-House Committee. on Defense Production, 
Senate Office Building, Washington, D. C. 

My Dear Senator: We understand that the subject of our Government pur 
chasing aluminum from Alcan is once again being discussed. We are definitely 
of the opinion that onr own production in this country should be increased to 
accommodate any anticipated demands of this country. Possibly, even an effort 
should be made to expand aluminum-producing facilities in conjunction with the 
Missouri Valley program similar to TVA. 

Your consideration toward increasing domestic facilites rather than foreign 
facilities will be appreciated. 

Yours truly, 
R. E. HASSELBRING, 
Manager, Aluminum Department 
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HUBBELL METALS, INC., 
St. Louis, Mo., June 2, 1952. 
Mr. H. R. SIMPpson, 
Reynolds Metals Co., 4144 Lindell Boulevard, 
St. Louis, Mo 
Dear Bos: More than likely, your salesmen around the country find it necessary 
to turn down aluminum-coil inquiries because the width required by the prospect 
is less than your published minimum. If this is the case, we would like very 
much for you to inform these salesmen that we are in a position in all three of 
our warehouses to slit aluminum coil to narrow widths. We are particularly 
well equ. pped to slit light-gage metal to these narrow widths 
Anything you can do to publicize these facilities will certainly be appreciated. 
Yours truly, 
R. E. HASSELBRING, 
Manager, Aluminum Department. 


HusBELL Merars, INc., 
St. Louis, Mo., June 2, 1952. 
Mr. H. R. Simpson, 
Reynolds Metals Co., 4144 Lindell Boulevard, 
St. Louis, Mo. 

Dear Bos: Revere Copper & Brass, Inc., receives quite a number of letters 
from people desiring small quantities of metal for hobby work. As a result of 
these many requests they have replied in the manner evidenced by a copy of their 
letter attached. It is more than likely possible that GSO receives numerous 
inquiries for aluminum required for hobby work. If this is correct, we would 
like for you people to include our name as a possible source of supply 

Yours truly, 
R. E. HASSELBRING, 
Manager, Aluminum De partment 


CoLtumnBia, PA., May 29, 1952. 
Senator BurNer R. MAYBANK, 
Chairman, Joint House-Senate Committe on Defense Production Ad 
ministration, Senate Office Building: 

We wish to express our disapproval of any agreement contemplated with 
regard to Canadian virgin aluminum ingot as we are convinced that this will 
have an adverse influence on the domestic aluminum situation. 

M. SANGER, CoLONTAL Merars Co 


Rockport, Mo., May 37, 1952 
Senator Burnet R. MAyYRBAnK, 
Joint House-Senate Committee on Defense Production. 
Senate Office Building, Washington, D. C.: 

Urge any future aluminum requirements be presented to United States pro 
ducers first. Keep defense and civilian production of aluminum within the 
United States. 

ATCHINSON Hott Ecectric Co-Op, 
JoHN FE. Buck, President. 


KANSAS City, Mo., May 29, 1952 
Hon. Senator MAYRANK, 
United States Senate, Senate Office Building, Washington, D. C.: 

Our company distributor aluminum products, Kansas City and Denver 
Also member Industry Advisory Committee of NPA. Therefore, feel we are 
familiar with supply problems on aluminum and we feel that your Joint Senate- 
House Committee for Defense Productions should strongly resist proposal for 
acquisition of aluminum from Canada as presently being proposed. Sincerely 
believe primary producers of aluminum in United States can take care of all 
demands present and future, both for civilian and military requirements and also 
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stockpiling with their present capacities or any expanded capacities Government 
may desire. It would be tragic mistake to import aluminum from Canada for 
many reasons, especially when our own producers can and will take care of our 
needs, present time and for years to come. 

MARSH STEEL Corp. 

Marvin B. Marsu, President. 


Wicuira, Kans., May 29, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA: 

We vigorously protest the development of Anders proposal for our Government 
to purchase aluminum pig from Canada and the guaranty to pay Alcan $1 
million monthly if no purchase of pig is made. We object to the development 
of foreign companies other than American into the needless taxes for project 
of this nature. 

MIpWESTERN INDEPENDENTS, IN«¢ 
CHARLES J, DAVIS. 


KANSAS City, Mo., May 29, 1952. 
Senator Burnet R. MAYBANK, 
Senate-House Committee for Defense Production: 

We urge the committee to keep aluminum production within United States 
borders and that United States companies be given a chance to fill all require- 
ments first 

Tue VeENpDOo Co., 
Joun T. Prerson, President. 


New ORLEANS, LA., Vay 29, 1952 
Senator Burner R. MAYRANK, 
Chairman, Joint Scnate-House Committee on DPA, 
Senate Office Building, Washington, D. C.: 

We are opposed to the recommendation to your committee relative to a con- 
tract with the Aluminum Co. of Canada to supply aluminum to the United States. 
We feel that when present expansions are completed by aluminum producers 
within the United States, they would be capable of supplying both United States 
civilian and military needs. 

AMERICAN SHEET MeTAL WoRKsS, 
G. A. LYNCKER. 





NATIONAL VENTILATED AWNING Co., 
Dallas 1, Tex., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, 
Senate Office Building, Washington, D. C. 

Dear SENATOR MAYBANK: Yesterday we wired you our opposition to any plan, 
such as proposed by Sam Anderson of DPA, wherein our Government would be 
obliged through entering into a contract with Canada to purchase up to 450,000 
tons of Alcan aluminum if Alcan could not line up private buyers for all of the 
export. 

While we in our business normally consume up to a million pounds per year 
and do not greatly figure in the picture, as United States citizens it certainly 
seems unwise to us to create jobs and business in Canada when our own domestic 
economy is inclined to be a bit spotty. Every American job we make strengthens 
our own economy. 

After all, if there is to be any additional aluminum capacity or poundage 
injected into the United States aluminum picture, it should come from facilities 
we already have and which can be provided by American capital and American 
Government for Americans. If our own aluminum industry would be willing 
to boost capacity by 300,000 tons a year under United States guaranties, this is 
far better than entering into guaranties with Canada, whose economic welfare 
is secondary to our own. 





————— 
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If the joint Senate-House committee has any doubts, and we are sure there 
must be some, rather than take hasty action because of the urgings of a few in 
Government, why not defer making a decision on this matter for 60 days, as it is 
in this next 60 days that the aluminum situation will clear up rapidly and a 
clear perspective be obtained? 

In any event, if action must be taken there is nothing wrong with the funda- 
mental principle of keeping the business here at home, in the United States, where 
it will do the most good for all of us. 

Sorry for taking your time, but a few of us want you to know how we feel. 

Sincerely yours, 
JouN L. Ericson, Vice President. 


WarRNER Lewis Co 
Tulsa 8, Okla., May 28, 1952 
Hon. Burnet R. MAYBANK, 
Chairman, Senate-House Subcommittee on DPA, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR MAysank: The recently proposed contract between the United 
States and Canada, as presented by Mr. Sam Anderson to the subcommittee, 
appears to us to be a jolt to the aluminum industry of the United States. We 
cannot understand why Government money should be spent by us to expand 
the aluminum industry in Canada when Reynolds Metals Co., the Aluminum Co 
of America, and Kaiser Aluminum Co. are willing to expand present facilities 
at no expense to the Government. 

It is our though that it is a much sounder policy to expand our aluminum 
industry in the United States to meet our needs rather than enter into an agree- 
ment with Canada as proposed by Mr. Sam Anderson. 

We ask that you keep the above in mind and use your influence to sidetrack 
this issue. Let’s expand our aluminum industry at home first. 

Yours very truly, 
T. R. SHeparD, Purchasing Agent 


THOMSON MACHINERY Co., INC., 
Thibodaur, La., May 28, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, 
Senate Office Building, Washington, D. C. 

Dear Str: We have just been informed of the proposed deal with the Aluminum 
Co. of Canada for a 4-year contract on the purchase of aluminum to augment 
our own supply of aluminum over this period 

From our observation and from all information that we have, being large 
users of aluminum ourselves, we understand that the aluminum capacity output 
of this country within the next few months, as soon as some of the plants that 
are now under way in construction will be operating, will be more than suffi 
cient for our requirements at this time. Barring any additional increases in the 
uses of aluminum, we feel that to enter into this contract might jeopardize 
the price structure and, of course, at the expense of the United States aluminum 
producers. Not being fairly familiar with all aspects of the situation, we do feel 
that if the information we have is correct, careful consideration should be given 
before any such contract is made, at this particular time. 

Yours very truly, 
E. J. Tutac. 





ACTON MANUFACTURING Co., INC., 
Arkansas City, Kans., May 28, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Senate-House Commission on 
Defense Production Administration, 
Senate Office Building, Washington, D.C. 
DeaR SENATOR MAYBANK: It has been reported to us that the Aluminum Co- 
ordinator for DPA has proposed the negotiated purchase of substantial tonnages 
of aluminum from Canadian sources. 
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As manufacturers, engaged in defense and commercial production, using large 
quantities of aluminum in our plant operations, we are constrained to question 
the wisdom of said proposal. 

We are also informed that the American aluminum producers have agreed to a 
third round of expansion totaling some 300,000 tons which, with the second-round 
expansion, is, in our opinion, fully adequate for the current and future require- 
ments in this country’s economy. 

We venture to protest the development of foreign aluminum-producing cor- 
porations employing taxpayers’ funds which, we believe, is seriously prejudicial 
to domestic industry and public interest. 

We recommend that you use your official prerogatives and influence to discour- 
age said project. 

Respectfully yours, 
CRANT M. Acton, 


IlUsBeELL METALS, INC., 
St. Louis 3, Mo., May 29, 1952. 
Hon. Burnet R. MAYRBANK, 
Joint Senate-House Committee on Defense Production, 
Senate Office Building, Washington, D.C. 

My Dear Senator: We understand that the subject of our Government pur 
chasing aluminum from Alcan is once again being discussed. We are detinuely 
of the opinion that our own production in this country should be increased to ac- 
commodate any anticipated demands of this country. Possibly, even an effort 
should be made to expand aluminum-producing facilities in conjunction with the 
Missouri Valley program similar to TVA. 

Your consideration toward increasing domestic facilities rather than foreign 
facilities will be appreciated. 

Yours truly, 
R. E. HASSELBRING, 


Vanager, Aluminum Department. 


STAUFFER, ESHLEMAN & Co., L’1p., 
New Orleans, La., May 28, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Joint Senate-House Committce for Defense Production, 
Senate Office Building, Washington, D. C 
Dear Senator: Concerning my wire, we again want to reiterate our opposition 
to the United States Government entering into a contract agreement with the 
Aluminum Co. of Canada to supply aluminum pig to the United States Government 
and consumers. 
Yours very truly, 
W. J. STAUFFER, 
Secretary and Treasurer. 


Tuerco, INc., 
Jacksonville, Fla., May 28, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production Authority, 
Senate Office Building, Washington, D. C. 

Dear Str: May I protest strongly against the contemplated purchase of the DPA 
of 960 million pounds of aluminum for 1954 delivery from Alcan. Contract such as 
this in time of all-out war naturally would be good business but with the ever- 
increasing capacity of our own aluminum producers, I fail to see the wisdom of 
such a contract at this time. 

Yours very truly, 
Harry F. Fromme, President. 


CARTER CARBURETOR CORP., 
St, Louis, 7, Mo., May 28, 1952. 
Hon. B. R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, 
Scnate Ofice Building, Washington, D. C. 
Dear SENATOR MAYBANK: This letter confirms my wire to you today protesting 
against the proposal that our Government contract with the Aluminum Co. of 
Canada for a large amount of aluminum annually, starting in 1953, instead of 
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permitting further increase in domestic production facilities. I have read care- 
fully the article in the St. Louis Post-Dispatch yesterday, on which I base this 
protest. 

I understand that the principal objection of Mr. Anderson and other Govern- 
ment people to further expansion of domestic facilities, which the existing three 
producers are willing to undertake, is the threat of monopoly. These three com- 
panies are in open competition today, and Aluminum of Canada (from its offer) 
can be expected to afford further competition in the future without a “subsidy” 
contract from our Government. 

If our revised stockpile needs require a “subsidy” contract, it seems ridiculous 
to award it to a foreign company instead of the domestic producers. While other 
domestic producers that might enter the field are difficult to find, if existing 
producers should expand their present facilities further, I do not see any 
increasing danger of monopoly. 

Furthermore, in case of all-out war, whether or not the United States has a 
contract with Aluminum of Canada, I can visualize the interests of Canada 
and the United States as practically identical. In a very real emergency, such as 
that, I would assume that the production facilities of both countries would be 
regarded as a unit for joint defense requirements. 

Thus, if Aluminum of Canada would require no significant expansion of its 
facilities to enter into such a contract, our two countries should still have the 
capacity available. If facilities on either side of the border would have to be 
expanded significantly under such a contract, then let’s smbsidize our domestic 
producers, if subsidies are necessary. 

Respectfully yours, 
D. G. TRASDALE, Purchasing Agent. 


——— 


ALUMINUM For PACKAGING Co., 
St. Louis 9, Mo., June 38, 1952 
Hon. Burner R. MAYBank 
Chairman, Joint Scnatce-House Committee, 
Nenate House Building, Washington 25, D. ¢ 

Deak Str: We respectfully request that you oppose the proposal made by the 
Senate-House committee, regarding the purchase of 450,000 tons of aluminum 
from Canada for stockpiling, and the subsidy of $1 per ton for all tons less than 
£50,000 that cannot be stockpiled. 

We are very much opposed to subsidies of any kind, but if such a program is to 
be fostered it should take place in our own country rather than elsewhere. 
Therefore, we believe that best interests would be served if this proposal was 
defeated 

Thank you for your considered action against this proposal 

Very truly yours 
Wm. L. R. Mences, President. 


NATIONAL Biow Pree & MANUFACTURING Co., LTD., 
Vew Orlcans 6, La., May 29, 1952 
BuRNeT R. MAYBANK, 
Chairman, Joint Senate-House Committee on DPA, 
Senate Office Building, Washington, D. C. 

Dear Str: We are at a loss to understand Mr. Sam Anderson’s proposal to the 
Joint Senate-House Committee on DPA to enter into a contract with the Alumi- 
num Co. of Canada to furnish the United States with 450,000 tons of pig alumi- 
num 

We have been a fabricator of aluminum products for the past 5 years, and the 
American industries (Reynolds Aluminum Co. and Kaiser Aluminum & Chemical 
Sales, Inc.) have always provided us with our requirements 

Our problem at the present time is to get the National Production Authority to 
issue us enough tickets to buy aluminum so we can continue the manufacture of 
aluminum awnings. Both Reynolds and Kaiser have told us that they have 
aluminum to sell if we can get governmental authority to purchase it. 

Why subsidize a Canadian industry? If you must subsidize an industry, let's 
subsidize the American industries first. 

This letter is sent you for your perusal and consideration 

Yours very truly, 
HERMAN A, Apry, Secretary. 
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Derroir GAsKet & MANUFACTURING CO., 
Detroit 23, Mich., May 29, 1952. 
Senator MAYBANK, 
Senate Ofice Building, Washington, D. C. 

Dear SENATOR MAYBANK: In furtherance of our telegram of May 27 with 
respect to the latest Canadian proposal for 450,000 tons of aluminum, we under- 
stand that this proposal is substantially as follows: 

1. That the Canadian proposal is to offer this tonnage in the United States 
to all users of aluminum on a regular commercial contract basis for the years 
1954 and 1955. 

2. That to the extent that this tonnage is not disposed of by commercial con- 
tracts, the United States Government will purchase for stockpile purposes. 

3. That to the exent that stockpile purchases do not take up any part of the 
450,000 tons, the United States Government is to pay $100 per ton, presumably as 
a form of carrying charge. 

If our understanding of the foregoing is in the main correct, we see little 
merit in such proposal from the standpoint of national defense during the period 
involved, short of all-out war. 

It would seem to be entirely reasonable that the domestic producers could be 
expanded to the same extent in the same period, thus providing internally con- 
trollable sources of supply with the consequent improved employment oppor- 
tunities. 

It is assumed, of course, that there would be no real or apparent price ad- 
vantages in the Canadian proposal and that likewise there would be no price 
penalties. 

We do not produce primary aluminum, nor have we any financial interests 
in any concern that does, but we have for many years produced a considerable 
volume of aluminum extrusions on a nonintegrated basis. 

From our position in the industry it appears to us that if this additional 
tonnage is desired, that domestic producers could be expanded and encouraged 
to accomplish this result at least equally effective. 

Yours truly, 
J. L. BARrerr, Vice President. 


Sr. Louts, Mo., June 2, 1952 
Senator MAYBANK, 
Joint Committee on Defense Production, 
Senate Office Building: 

We prefer to see the expansion of the aluminum industry in the United States, 
rather than underwriting the expansion on foreign soil. We request that you 
do not approve the Alcan aluminum contract now under consideration. 

ANDREWS INDUSTRIES, INC 


JAY INDUSTRIES, 
Bilori, Miss., May 29, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Joint Scnate-House Committee on Defense Production Adminis 
tration, Washington, D. C. 

Dear Str: In confirmation of our wire dated May 27, 1952, we are anxious to 
express our disapproval of the bill now under consideration to enter into a 
contract with Alean for the purpose of purchasing aluminum to stockpile and 
meet civilian needs, or, if such needs do not arise, to pay them for not manu- 
facturing the aluminum. 

To us who are users of aluminum-mill products, such action would seem en- 
tirely unnecessary in view of the abundance of aluminum which at present 
fills the warehouses in this Nation and the additional capacity which the mills 
will have in operation by the end of this year. 

We appreciate your efforts to better the conditions relative to the aluminum 
supply in this country but feel that, if additional capacity is needed, there are 
numerous companies in our own country who would be glad to furnish this 
capacity if requested to do so. 

Very truly yours, 
J. M. JALANivicnu, Jr. 
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C. J. LENAHAN, MANUFACTURERS AGENT, 
Tuscaloosa, Ala., May 30, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production Adminis- 
tration, Washington, D. C. 

Dear SENATOR MAYBANK: We understand that the Government is planning 
to purchase from the Canadian aluminum manufacturers, 450,000 tons of alu- 
minum per year. 

Knowing that the American manufacturers can produce and are producing 
sufficient aluminum for both civilian and miiltary needs, we cannot understand 
this program and we are very much opposed to this bill. 

As manufacturers of aluminum products, we wish to register with your office 
our opposition and we trust that you will do everything possible to defeat this 
propesed bill. 

Thanking you, we are 

Very truly yours, 
MramMi Winpow Corp. oF MISSISSIP?!, 
C. J. LENAHAN. 





SAUNDERS CASTINGS, INc., 
Wichita, Kans., June 2, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production 
Administration, Washington, D. C. 

Dear SENATOR MAYBANK: This will refer to my telegram of May 29 voicing 
our objection to Mr. Anderson's proposal to purchase aluminum pig from 
Canada. 

Our objection is based on our belief that American tax money be spent, wherever 
possible, to develop American industry in preference to foreign industry. 

Although the supply of aluminum has been short for American needs in the 
recent past, information that we have indicates that both the Reynolds Metals 
Co. and the Kaiser Aluminum Co. have expanded ¢heir facilities for producing 
aluminum pig and that another contender for the American market, the Harvey 
Co. in California, is willing and anxious to enter the field of competition. Further, 
we understand these companies are willing and able to increase their facilities 
-even further as the need arises. 

We cannot believe that there is any necessity to enter into an agreement to 
purchase from or guarantee purchases to any foreign organization as long as 
United States companies are in agreement with a third round of expansion. 

In view of that fact, we respectfully suggest to your committee that American 
dollars be spent for American aluminum first; and not until the American facili- 
ties have reached saturation point would we approve of sending our money 
to Alcan or any other foreign producer of aluminum pig. 

Yours truly, 
R. E. SAunDeERS, President. 


ASBESTONE CorpP., 
New Orleans, La., June 4, 1952. 
Senator Burnet R. MAYBANK, 
Chairman, Joint Senate-House Committee on Defense Production 
Administration, 
Washington, D. C. 

Dear Senator MAaysaAnK: It is my understanding that Mr. Sam Anderson, 
Coordinator of Defense Production Administration, has recommended to your 
committee that the United States Government enter into a contract with the 
Aluminum Co. of Canada whereby they would supply the United States Gov- 
ernment or United States aluminum fabricators 450,000 tons of aluminum pig 
beginning in 1954 and each year thereafter through 1957. 

It is our further understanding that under the terms of this contract the 
United States Government may find itself in the position of having to reimburse 
the Aluminum Co. of Canada at the rate of $100 per ton per year for 4 years, 
with a maximum payment of $45,000,000 in any one year. 
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I am told that the primary domestic aluminum producers have offered to in 
crease their production another 300,000 tons above that which is now committed 
by them, and it is their feeling that, with present and future expansion, the 
United States industries can meet both defense and civilian requirements of 
aluminum. 

In view of the above, my company and I sincerely oppose the recommendation 
of the Defense Production Administration to enter into a contract with the 
Aluminum Co. of Canada to supply aluminum to the United States industry, and 
we feel that any aluminum industry expansion for our defense or civilian require- 
ments should be undertaken only within the continental limits of the United 
States. 

Yours very truly, 
Currrorp F, Favror. 
x i 




















